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SECURITIES ACT OF 1933 
Release No. 5801/February 2, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13227/February 2, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19862/February 2, 1977 


SOLICITATION OF COMMENTS (S7-673) 


Public Law 94-163, the Energy Policy and Conservation 
Act, in Title V, Sec. 503, requires that the Commission 
‘.. . take such steps as may be necessary to assure 
the development and observance of accounting 
practices to be followed in the preparation of accounts 
by persons engaged, in whole or in part, in the pro- 
duction of crude oil or natural gas in the United 
States.”’ 
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The Act gives the Commission . authority to 
prescribe rules applicable to persons engaged in the 
production of crude oil or natural gas, or make effec- 
tive by recognition, or by other appropriate means indi- 
cating a determination to rely on, accounting practices 
developed by the Financial Accounting Standards 
Board, if the Securities and Exchange Commission is 
assured that such practice will be observed by persons 
engaged in the production of crude oil or natural gas to 
the same extent as would result if the Securities and 
Exchange Commission had prescribed such practices by 
rule.” 


The Commission views its responsibilities under this Act 
as being divided between two related areas. The first 
area involves financial reporting by oil and gas pro- 
ducers. The Commission, consistent with its policy 
most recently expressed in Accounting Series Release 
No. 150 [39 FR 1260], contemplates that the Financial 
Accounting Standards Board (FASB) will be providing 
the leadership in establishing financial accounting prin- 
ciples and standards for producers of oil and gas. As 
provided in the Act, the Commission currently con- 
templates that it will solicit public comment on whether 
it should rely on the standards which it expects the 
FASB to promulgate. 


The second area of the Commission's responsibilities 
under the Act is closely related but may be considered 
separately from financial reporting. The Act specified 
certain financial and operating data which are required 
to be compiled by domestic producers of oil or gas and 
reported to the Federal Energy Administrator. These 
accounting practices to be developed pursuant to the 
Act must permit, to the greatest extent practicable, the 
compilation of these data. 


The FASB has recently published a discussion memo- 
randum entitled ‘‘An Analysis of Issues Related to 
Financial Accounting and Reporting in the Extractive 
Industries.’’ This discussion memorandum is a neutral 
document which solicits written comments by all 
parties interested in the subject. The comments re- 
ceived in response to the discussion memorandum will 
constitute a part of the FASB’s public record on this 
project and, in accordance with its customary public 
record procedures, will be made available to all inter- 
ested parties. In addition, the Financial Accounting 
Standards Board will hold a public hearing on this sub- 
ject beginning March 30, 1977. 


The Commission encourages all interested parties to 
obtain and comment on the FASB’s discussion memo- 
randum and to participate in the public hearing. The 
Commission will review all written comments submitted 
to the FASB, and a representative of the Commission 
will observe the public hearings. The Commission con- 
siders these proceedings to be extremely important in 
meeting its responsibilities under the Act. 
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Furthermore, the discussion memorandum in Part Two 
of Chapter XIII solicits comments on the development 
of accounting practices needed to compile the financial 
and operating data to be reported to the Federal 
Energy Administrator under the Act’s provisions. The 
Commission encourages all interested parties to submit 
their views on these matters to the FASB. The Com- 
mission considers these responses to be an important 
step in the development of accounting practices in this 
area as required by the Act. These comments will pro- 
vide, in part, the basis for any future rulemaking to be 
proposed for public comment by the Commission. 


Written comments to the FASB’s discussion memo- 
randum are due March 7, 1977. A copy of the discus- 
sion memorandum and a copy of the notice of the 
FASB's public hearing may be obtained without charge 
by mailing a request to the following address: 


Publications Division 

File Reference 1015 

Financial Accounting Standards Board 
High Ridge Park 

Stamford, Connecticut 06905 


In addition to encouraging interested parties to. 
comment on the FASB’s discussion memorandum, 
the Commission would welcome expressions of other 
views directly to the Commission on issues involved 
in this project by any parties who wish to do so at the 
present time. Such correspondence, which will be avail- ‘ 
able for public inspection, should refer to File No. 
S7-673 and should be sent to the following: 


George A. Fitzsimmons, Secretary 
Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 

By the Commission. 

January 31, 1977. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13232/ February 2, 1977 


PUBLIC UTILITY HOLDING COMPANY ACT 
OF 1935 
Release No. 19867/February 2, 1977 
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FIRST INDENTURE ACT OF 1939 
Release No. 453/February 2, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9628/ February 2, 1977 


INVESTMENT ANALYSIS ACT OF 1940 
Release No. 567/February 2, 1977 


FREEDOM OF INFORMATION ACT 
Release No. 481/February 2, 1977 


PUBLIC OBSERVATION OF COMMISSION MEET- 
INGS, INFORMATION AND REQUESTS, AND 
RELATED MATTERS 


Notice Of Proposed Rulemaking 


The Securities and Exchange Commission today an- 
nounced rulemaking proposals to implement the 
Government in the Sunshine Act, 5 U.S.C. 552b, 
(“Sunshine Act’’) which has, as its principal provision, 
the requirement that, unless exempt, ‘every portion of 
every meeting of an agency shall be open to public 
observation.”” 5 U.S.C. 562(b). The Commission is 
soliciting comment on these proposed rules pursuant 
to the provision in the Sunshine Act which requires 
every agency subject to the open meetings require- 
ments to publish notice in the Federa/ Register of its 
proposed implementing rules and to provide at least 
30 days opportunity for public comment thereon.' The 
Act takes effect on March 12, 1977. 


The Sunshine Act also establishes certain standards 
regarding ex parte communications in on-the-road 
agency proceedings and contains amendments to the 
Freedom of Information Act, 5 U.S.C. 552 (“FOIA”). 
Accordingly, the Commission has today also proposed 
amendments to its regulations concerning public re- 
quests for information (17 CFR pt. 200, subpt. D), and, 
in the near future, will amend its existing Code of 
Behavior Governing Ex Parte Communications Between 
Persons Outside the Commission and Decisional 
Employees (17 CFR pt. 200, subpt. F) to conform to 
5 U.S.C. 557(d), enacted by the Sunshine Act.” 


In announcing these rule proposals, the Commission 
emphasizes that the sole purpose of proposed new 
Subparts B and | of the Commission’s rules — ‘’Disposi- 
tion of Commission Business’ and “Regulations Per- 
taining to Public Observation of Commission meet- 
ings,” respectively — is the implementation of the 
Sunshine Act. These rules are not intended to confer 
new rights, apart from those expressly conferred by the 
Act, nor to open to those who disagree with particular 
Commission decisions new avenues of attack — not 
available under existing law — upon Commission action 
for the protection of investors. See 5 U.S.C. 552b(h). 
Accordingly, the proposals herein should be interpreted 


in light of the purposes and terms of the Sunshine Act. 


The proposals today announced would amend Subpart 
A (entitled ‘Organization and Program Management’) 
and Subpart D (entitled ‘Information and Requests’’) 
of the Commission's existing rules in Part 200 of 17 
CFR. In addition, these proposals would create a new 
Subpart B (entitled ‘‘Disposition of Commission Busi- 
ness’) and a new Subpart | (entitled “Regulations 
Pertaining to Public Observation of Commission 
Meetings’). A brief synopsis of these rules appears 
below, and the full text is appended hereto. 


Amendments to Subpart A — 
Program Management 


Organization and 


The Commission proposes to amend 17 CFR 200.21, 
which describes the duties of the Commission's General 
Counsel, to add a reference to the General Counsel's 
responsibility for certifying that particular Commission 
meetings may properly be closed to the public. Such 
a certification is required by 5 U.S.C. 552b(f)(1), as 
implemented by the Commission’s proposed 8200.46. 
In the case of the absence of the General Counsel, 
the most senior Associate General Counsel of the 
Assistant General Counsel available would be deemed 
to be the Acting General Counsel for purposes of 
executing the certification in question. In the absence 
of both the General Counsel and every Associate and 
Assistant General Counsel, such attorney as the 
General Counsel designates would perform this task. 
While the Commission believes it important to provide 
for the performance of the certification function in the 
absence of the General Counsel, the Commission does 
not intend that this responsibility will routinely be dis- 
charged except by the General Counsel. 


New Subpart B — Disposition of Commission Business 


Proposed new Subpart B of Part 200, which reflects 
existing Commission procedures, is intended to de- 
scribe generally the manner in which the Commission 
conducts business requiring a vote of the members of 
the Commission. Section 200.40 pertains to the joint 
disposition of business, at Commission meetings or 
otherwise, and embodies the provision in 5 U.S.C. 
552b(b) which will prohibit joint deliberations among 
Commission members except in accordance with the 
Sunshine Act. 


Sections 200.41 and 200.42 reflect the existing practice 
by which the Commission occasionally conducts 
business without joint deliberations among its mem- 
bers. Section 200.41 provides for sequential considera- 
tion of matters not requring joint deliberation. Section 
200.42 delegates to an individual Commissioner, to be 
designated as ‘duty officer,’’ certain of the Com- 
mission's functions pursuant to the terms of 15 U.S.C. 
78d-1. Although not expressly required by the delega- 
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tion statute, §200.42(c) provides that every action taken 
by the duty officer shall be submitted to the full 
Commission for affirmation as soon as practicable. 
While the procedures in $8200.41 or 200.42 will not be 
utilized where joint deliberation would be preferrable, 
the Commission believes that it must retain the 
flexibility to employ such procedures when agency 
business So demands. 


Amendments 
Requests 


to Subpart D — Information and 


Section 5(b) of the Sunshine Act amends exemption 
3 under the Freedom of Information Act, 5 U.S.C. 
552(b)(3) and, accordingly, the Commission proposes 
to amend its corresponding FOIA exemption to reflect 
the statutory change. In addition, the Commission is 
proposing technical amendments to its rules imple- 
menting exemptions 2, 4, 7, and 8 in order to describe 
more clearly the scope of these exemptions in the 
context of the Commission's operations and the manner 
in which the Commission is currently applying these 
exemptions. Since FOIA exemptions 1, 2, 3, 4, 7, and 
8 parallel Sunshine exemptions appearing in 5 U.S.C. 
552b(c)(1), (2), (3), (4), (7), and (8), the Commission 
is proposing to conform the wording of its rules to 
implement these identical FOIA and Sunshine exemp- 
tions. 


The Commission is also proposing to amend §200.80(a), 
which describes information published in the Federa/ 
Register, to include those notices required to be so 
published by the Sunshine Act. Similarly, the pro- 
posed amendment to the listing of documentary 
material available to the public which appears in 
§200.80a, Appendix A, would add thereto certain 
documents required to be prepared pursuant to the 
Sunshine Act. 


New Subpart | — Regulations Pertaining to Public 
Observation Of Commission Meetings 


The Commission is proposing 11 rules, to be codified 
in proposed new Subpart | of Part 200, to implement 
the open meetings requirements of the Sunshine Act. 
Below is a brief description of each of these proposed 
rules. 


§200.400 — This rule would state that Commission 
meetings are to be open to the public, 
except as otherwise provided pursuant to 
Subpart |. See 5 U.S.C. 552(b). 

§200.401 — Proposed Rule 401 would define various 

terms utilized elsewhere in new Subpart |. 

The definition of ““meeting’”’ is drawn from 

5 U.S.C. 552b(a)(2). Similarly, the defini- 

tion of the term ‘’financial institution’ has 

been taken from the legislative history of 
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§200.402 — 


§200.403 — 


§200.404 — 


§200.405 — 





the Sunshine Act. 
94-354, p. 24. 


See S. Rep. No. 


Rule 402 would authorize the Commission 
to close meetings which fall within one of | 
the 10 specified exemptions in 5 U.S.C. 
562bic). To the extent feasible, in setting 
forth these exemptions the Commission, 
for the guidance of the public, has pro- 
vided a description of the various types of 
Commission action which would appear 
to be encompassed by each exemption. 
The proposed rule makes clear, however, 
that these descriptions are merely illustra- 
tive and not exhaustive. As stated above, 
where these statutory exemptions under 
the Sunshine Act parallel statutory 
exemptions under the FOIA, identical 
language has been employed in both the 
Commission’s FOIA and Sunshine rules. 
Subsection (c) provides that the Commis- 
sion may, in its discretion, open any 
meeting even if closable pursuant to one 
or more exemptions. Subsection (d) of 
Rule 402 authorizes the Commission to 
delete from the announcement of a meet- 
ing any information which falls within one 
of the 10 specified exemptions. 


Proposed Rule 403 would implement the 
provisions of 5 U.S.C. 552b(e) requiring 
announcement and publication of a notice 
of Commission meetings. Subsection 
403(c) authorizes expedited procedures 
for urgent matters, and Subsection 403\(d) 
authorizes an abbreviated notice for 
certain closed Commission meetings. 
See 5 U.S.C. 552b(d)(4). A note to this 
proposed rule describes the general plan 
which the Commission presently forsees 
following in scheduling its meetings. As 
stated therein, the note is provided for 
the guidance of the public but is not, in 
any event, binding on the Commission. 


Proposed Rule 404 would provide the 
general procedure by which the Commis- 
sion may take action to close a Commis- 
sion meeting; the steps described are 
those required by 5 U.S.C. 552b(d)(1) 
and (3). 


On the basis of a review of the matters 
actually considered by the Commission 
dufing the past several months, and on 
the basis of the legislative history of the 
Sunshine Act, the Commission has 
determined that it is entitled to utilize the 
simplified procedure for closing Commis- 
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§200.406 — 


§200.407 — 


§200.408 — 


§200.409 — 


sion meetings which fall within exemp- 
tions 4, 8, 9(A), or 10 of U.S.C. 552b(c). 
The steps described are those permitted 
by 5 U.S.C. 552b(d)(4). That paragraph 
provides in pertinent part: 


“Any agency, a majority of whose 
meetings may properly be closed to the 
public pursuant to paragraph (4), (8), 
(9)(A), or (10) of subsection (c) [of 
5 U.S.C. 552b]; cr any combination 
thereof, may provide by regulation 
for the closing of such meetings or 
portions thereof in the event that 
[specified steps are taken].”’ 


Proposed Rule 406 would require that, for 
every closed Commission meeting, the 
General Counsel shall publicly certify 
that, in his or her opinion, the meeting 
may properly be closed to the public. 
This rule would implement the first 
sentence of 5 U.S.C. 552b(f)(1). 


Proposed Rule 407 would require the 
Secretary to maintain a verbatim trans- 
cript or recording of all closed meetings, 
except that the Secretary may maintain 
detailed minutes in lieu of a verbatim 
record for meetings closed pursuant to 
paragraphs (8), (9)(A), or (10) of 5 U.S.C. 
552bi(c). This rule would also require the 
Secretary to retain both the General 
Counsel's certification and a statement 
of the presiding officer setting forth the 
time, place, and persons present, for each 
closed meeting. See 5 U.S.C. 552b(f)(1). 


Proposed Rule 408 would provide for 
public access to any nonexempt portion 
of the transcript or recording of a closed 
meeting within 20 days of the receipt, by 
the FOIA Officer, of any request for such 
transcript or recording. See 5 U.S.C. 
552b(f)(2). In addition, the Commission 
proposes an administrative appeal pro- 
cedure comparabie to that now in place 
under the FOIA, for review of the denial 
of access to a transcript or recording (or 
portion thereof). The Sunshine Act does 
not expressly mandate such an appeal 
procedure. 


Proposed Rule 409 would create a dis- 
cretionary administrative review pro- 
cedure whereby interested persons may 
seek reconsideration of the decision to 
open or close a meeting. While 5 U.S.C. 
552b(d)(2) requires this procedure as to 


certain open meetings, the Commission 
proposes, for the benefit of the public, 
also to establish a comparable procedure 
as to closed meetings in order, where 
possible, to resolve in advance claims 
regarding closed meetings. 
§200.410 — This proposed rule would cover three 
miscellaneous matters: Subsection (a) 
prohibits unauthorized recording or 
photography of open meetings and in- 
sures maintenance of decorum generally; 
Subsection (b) authorizes the Commis- 
sion to clear its meeting room in the 
event that discussion at an open meeting 
begins to touch on matters properly the 
subject of closed deliberations; and Sub- 
section (c) provides that access to docu- 
ments discussed at meetings may only 
be obtained pursuant to the FOIA. 


Conclusion and Request for Comment 


The Commission believes that the proposals herein will 
fully implement both the letter and spirit of the 
Sunshine Act while at the same time protecting the 
Commission's need, in order properly and fairly to 
discharge its responsibilities under the federal securities 
laws, to prevent public disclosure of certain informa- 
tion. The Commission recognizes, however, that the 
implementation of the Sunshine Act will entail many 
changes in its existing procedures, and intends to 
afford careful consideration to the views of all inter- 
ested persons. 


Comments concerning these proposals should be sub- 
mitted, in triplicate, to George A. Fitzsimmons, Secre- 
tary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549 before the close of business on 
March 11, 1977. All such communications should refer 
to File S7-674 and will be available for public inspection 
and copying at the Commission's Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. The 
text of the proposals discussed herein is set forth below. 


TEXT OF PROPOSED RULES 


Part 200 — ORGANIZATION; CONDUCT AND 
ETHICS; AND INFORMATION AND REQUESTS 


Subpart A — Organization and Program Management 
[amended] 8200.21 The General Counsel. 
The General Counsel is also responsible for publicly 
certifying, pursuant to 8200.406, that, in his or her 
opinion, particular Commission meetings may properly 


be closed to the public. In the absence of the General 
Counsel, the most senior Associate General Counsel 
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available shall be deemed the General Counsel for 
purposes of 8200.406. In the absence of the General 
Counsel and every Associate General Counsel, the most 
senior Assistant General Counsel available shall be 
deemed the General Counsel for purposes of 8200.406. 
In the absence of every Associate General Counsel and 
every Assistant General Counsel, such attorneys as 
the General Counsel may designate (in such order of 
succession as the General Counsel directs) shall exercise 
the responsibilities imposed by 8200.406. 


[new] Subpart B — Disposition of Commission Business 


§200.40 Joint disposition of business by Commission 
meeting. 


Any disposition of Commission business which entails 
joint deliberation among the members of the Commis- 
sion shall occur at Commission meetings in accordance 
with the definitions and procedures set forth in 
Subpart |. The Commission’s Secretary shall prepare 
and maintain a Minute Record reflecting the official 
action taken at such meetings. 


§200.41 Disposition of business by seriatim Commission 
consideration. 


(a) Whenever the Commission’s Chairman, 
Commission member designated as duty officer pur- 
suant to 8200.42, is of the opinion that joint delibera- 
tion among the members of the Commission upon any 
matter is unnecessary in light of the nature of the 
matter, impracticable, or contrary to the requirements 
of agency business, but is of the view that such 
matter should be the subject of a vote of the Com- 
mission, such matter may be disposed of by circulation 
of any relevant materials concerning the matter to at 
least that number of Commission members necessary 
to take action thereon. Each participating Commission 
member shall report his or her vote to the Secretary, 
who shall record it in the Minute Record of the 
Commission. 


(b) Whenever any member of the Commission so 
requests, any matter circulated for disposition pursuant 
to §8200.41(a) shall be withdrawn from circulation and 
scheduled instead for joint Commission deliberation. 


8200.42 Disposition of business by exercise of authority 
delegated to individual Commissioner. 


(a) Delegation to duty officer. (1) Pursuant to the 
provisions of Public Law No. 87-592, 76 Stat. 394, as 
amended by Section 25 of Public Law 94-29, 89 Stat. 
163, the Commission hereby delegates to an individual 
Commissioner, to be designated as the Commission's 
“duty officer’ by the Chairman of the Commission 
(or by the Chairman's designee) from time to time, all 
of the functions of the Commission; Provided, 
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however, that no such delegation shall authorize the 
duty officer (i) to exercise the function of rulemaking, 
as defined in the Administrative Procedure Act of 
1946, as codified, 5 U.S.C. 551, et seq., with reference 
to general rules as distinguished from rules of par- 
ticular applicability; (ii) to make any rule, pursuant to 
Section 19(c) of the Securities Exchange Act of 1934; 
or (iii) to preside at the taking of evidence as described 
in Section 7(a) of the Administrative Procedure Act, 
5 U.S.C. 556(b). 


(2) To the extent feasible, the designation of a duty 
officer shall rotate, under the administration of the 
Secretary, on a regular weekly basis among the mem- 
bers of the Commission other than the Chairman. 


(b) Exercise of duty officer authority. (1) The authority 
delegated by this rule shall be exercised when, in the 
opinion of the duty officer, action is required to be 
taken which, by reason of its urgency, cannot be 
scheduled for consideration at a Commission meeting. 
After consideration of a staff recommendation involving 
such a matter, the duty officer shall report his or her 
action thereon to the Secretary. 


(2) In any consideration of Commission business by 
a duty officer, the provisions of Subpart | herein, 17 
CFR §200.400 et seq., shall not apply, whether or not 
the duty officer, in exercising his or her authority, 
consults with, or seeks the advice of, other members 
of the Commission. 


(c) Commission affirmation of duty officer action. (a) 
Any action authorized by a duty officer pursuant to 
§200.42(a) shall be either (i) circulated to the members 
of the Commission for affirmation pursuant to 8200.41; 
or (ii) scheduled for affirmation at a Commission meet- 
ing at the earliest practicable date consistent with the 
procedures in Subpart |. 


(2) (i) The Commission may, in its discretion, at any 
time review any unaffirmed action taken by a duty 
officer, either upon its own initiative or upon the 
petition of any person affected thereby. The vote of any 
one member of the Commission, including the duty 
officer, shall be sufficient to bring any such unaffirmed 
action taken by a duty officer before the Commission 
for review. 


(ii) A person or party adversely affected by any 
unaffirmed action taken by a duty officer shall be en- 
titled to seek review by the Commission of the duty 
officer’s unaffirmed actions, but only in the event that 
the unaffirmed action by the duty officer (A) denies 
any request for action pursuant to Sections 8(a) or 
8(c) of the Securities Act of 1933, or the first 
sentence of Section 12(d) of the Securities Exchange 
Act of 1934; (B) suspends trading in a security pursuant 
to Section 12(k) of the Securities Exchange Act of 
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1934; or (C) is pursuant to any provision of the 
Securities Exchange Act of 1934 in a case of adjudica- 
tion, as defined in Section 551 of Title 5, United 
States Code, not required by that Act to be determined 
on the record after notice and opportunity for hearing 
(except to the extent there is involved a matter 
described in Section 554(a) (1) through (6) of Title 5, 
United States Code). 


(3) Affirmed or unaffirmed action taken by the duty 
officer shall be deemed to be, for all purposes, the 
action of the Commission unless and until the Com- 
mission directs otherwise. Rule 26 of the Commission’s 
Rules of Practice, 17 CFR 201.26, shall not apply to 
duty officer action. 


Subpart D — Information and Requests 
§200.80 Commission records and information. 


(a)(1) /nformation 
REGISTER. 


published in’ the FEDERAL 


[amended] (v) Each amendment, revision, or repeal of 
the foregoing; and 


[new] (vi) The notice of Commission meetings de- 
scribed in 8200.403, but only to the extent, and under 
the conditions, specified in §200.403. 


(b) Nonpublic matters. 


[amended] (2) Related solely to the internal personnel 
rules and practices of the Commission or any other 
federal, state, local, or foreign governmental authority 
or agency, including, but not limited to: 


(i) Operation rules, guidelines, and manuals of pro- 
cedure for investigators, attorneys, accountants, and 
other employees other than those which establish legal 
requirements to which members of the public are 
expected to conform; or 


(ii) Hiring, termination, promotion, discipline, com- 
pensation, or reward of any Commission employee or 
member, the existence, investigation, or disposition of 
a complaint against any Commission employee or mem- 
ber, the physical or mental condition of any Commis- 
sion employee or member, the handling of strictly 
internal matters, matters which would tend to infringe 
on the privacy of the staff or members of the Commis- 
sion, or similar subjects. 


[amended] (3) Specifically exempted from disclosure by 
statute (other than 5 U.S.C. 552), provided that such 
statute (i) requires that the matters be withheld from 
the public in such a manner as to leave no dis- 
cretion on the issue, or (ii) establishes particular criteria 
for withholding or refers to particular types of matters 


to be withheld. 


[amended] (4) Disclose trade secrets and commercial 
or financial information obtained from a person and 
privileged or confidential, including, but not limited to: 


[amended] (7)(i) Investigatory records compiled for law 
enforcement purposes to the extent that the production 
of such records would: (A) interfere with enforcement 
activities undertaken or likely to be undertaken by the 
Commission or the Department of Justice, or any 
United States Attorney, or any federal, state, local, or 
foreign governmental authority, any professional 
association, or any securities industry self-regulatory 
organization; (B) deprive a person of a right to a fair 
trial or an impartial adjudication; (C) constitute an 
unwarranted invasion of personal privacy; (D) disclose 
the identity of a confidential source and, in the case of a 
record compiled by a criminal law enforcement 
authority in the course of a criminal investigation, or 
by an agency conducting a lawful national security 
intelligence investigation, confidential information 
furnished only by the confidential source; or (E) 
disclose investigative techniques and procedures; or (F) 
endanger the life or physical safety of law enforcement 
personnel. 


(ii) The term “‘investigatory records’’ includes, but is 
not limited to, all documents, records, transcripts, 
evidentiary materials of any nature, correspondence, 
related memoranda, or work product concerning any 
examination, any investigation (whether formal or 
informal), or any related litigation, which pertains to, 
or may disclose, the possible violation by any person of 
any provision of any statute, rule, or regulation ad- 
ministered by the Commission, by any other federal, 
state, local, or foreign governmental authority, by any 
professional association, or by any securities industry 
self-regulatory organization. The term ‘“‘investigatory 
records” also includes all written communications from, 
or to, any person complaining or otherwise furnishing 
information respecting such possible violations, as well 
as all correspondence or memoranda in connection 
with such complaints or information. 


[amended] (8) Contained in, or related to, any examina- 
tion, operating, or condition report prepared by, on be- 
half of, or for the use of, the Commission, any other 
federal, state, local, or foreign governmental authority, 
or any securities industry self-regulatory organization, 
responsible for the regulation of supervision of 
financial institutions. 


§200.80a Appendix A — Documentary material avail- 
able to the public. 


MISCELLANEOUS 


Notices of Commission meetings ai.,.ourced to the 
public as described in 8200.403; announceinents of 
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Commission action to close a meeting, or any portion 
thereof, as described in 8200.404(b) and 8200.405(c); 
and certifications by the General Counsel, pursuant to 
§200.406, that a Commission meeting, or any portion 
thereof, may be closed to the public. 


[new] Subpart | — Regulations Pertaining to Public 
Observation of Commission Meetings 


§200.400 Open meetings. 


Except as otherwise provided in this subpart, meetings 
of the Commission shall be open to public observation. 


§200.401 Definitions. 


As used in this subpart — 


(a) ‘Meeting’ means the joint deliberations of at least 
the number of individual members of the Securities 
and Exchange Commission required to take action on 
behalf of the Commission where such deliberations 
determine or result in the joint conduct or disposition 
of official Commission business, but does not include 
deliberations required or permitted by 88200.41 or 
200.42 (respecting seriatim and duty officer disposition 
of Commission business, respectively), or by §8200.403, 
200.404, or 200.405 of this subpart (respecting whether 
particular Commission deliberations shall be open or 
closed and related matters). 


(b) ‘‘Portion of a meeting’’ means the consideration 
during a meeting of a particular topic or item separate- 
ly identified in the notice of Commission meetings 
described in 8200.403. 


(c) ‘‘Open,’’ when used in the context of a Commission 
meeting or a portion thereof, means that the public 
may attend and observe the deliberations of the Com- 
mission during such meeting or portion of a meeting, 
consistent with the provisions of 8200.410 (respecting 
decorum at meetings and other related matters). 


(d) ‘‘Closed,’’ when used in the context of a Com- 
mission meeting or a portion thereof, means that the 
public may not attend or observe the deliberations of 
the Commission during such meeting or portion of a 
meeting. 


(e) ‘‘Announce,"’ and ‘make publicly available,’’ when 
used in the context of the dissemination of information, 
mean, in addition to any specific method of publica- 
tion described in this subpart, that a document con- 
taining the information in question will be posted for 
public inspection in, or adjacent to, the lobby of the 
Commission’s headquarters offices, will be available 
to the public through the Commission’s Public Refer- 
ence Section, and will be available to the press through 
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the Commission's Office of Public Affairs, all in Wash- 
ington, D.C. 


(f) The term “‘likely to,’’ as used in 8200.402, illustrating 
the circumstances under which Commission meetings 
may be closed, and the circumstances in which infor- 
mation may be deleted from the notice of Commission 
meetings, means that the discussion of Commission 
business, or publication of information, reasonably 
could encompass matters which the Commission is 
authorized, by the Government in the Sunshine Act, 
Public Law 94-409, as implemented by this subpart, 
to consider or discuss at a closed meeting (or a closed 
portion of a meeting). 


(g) The term ‘financial institution,’ as used in 
§200.402(a), authorizing the closure of certain Com- 
mission meetings, includes, but is not limited to, 
banks, savings and loan associations, credit unions, 
brokers and dealers in securities or commodities, 
exchanges dealing in securities or commodities, 
national securities associations, investment companies, 
investment advisers, securities industry self-regulatory 
organizations subject to 15 U.S.C. 78s, and institu- 
tional managers as defined in 15 U.S.C. 78mi(f). 


(h) The term ‘‘person”’ includes, but is not limited to, 
any corporation, partnership, company, association, 
joint stock corporation, business trust, unincorporated 
organization, government, political subdivision, 
agency, or instrumentality of a government. 


§200.402 Closed meetings. 


(a) Nonpublic matters. Pursuant to the general or 
special procedures for closing Commission meetings, 
as set forth in 8200.404 or 8200.405, respectively, a 
meeting, Or any portion thereof, shall be closed to 
public observation where the Commission determines 
that such meeting, or a portion thereof, is likely to — 


(1) Disclose matters specifically authorized under 
criteria established by an executive order to be kept 
secret in the interests of national defense or foreign 
policy, and in fact properly classified pursuant to such 
executive order. 


(2) Relate solely to the internal personnel rules and 
practices of the Commission or any other federal, 
state, local, or foreign governmental authority or 
agency, including, but not limited to, discussion 
concerning 


(i) Operation rules, guidelines, and manuals of pro- 
cedure for investigators, attorneys, accountants, and 
other employees, other than those rules, guidelines, 
and manuals which establish legal requirements to 
which members of the public are expected to conform; 
or 
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(ii) Hiring, termination, promotion, discipline, compen- 
sation, or reward of any Commission employee or 
member, the existence, investigation, or disposition 
of a complaint against any Commission employee or 
member, the physical or mental condition of any 
Commission employee or member, the handling of 
strictly internal matters, which would tend to infringe 
on the privacy of the staff or members of the Com- 
mission, or similar subjects. 


(3) Disclose matters specifically exempted from dis- 
closure by statute (other than 5 U.S.C. 552), pro- 
vided that such statute requires that the matters be 
withheld from the public in such a manner as to leave 
no discretion on the issue, or establishes particular 
criteria for withholding or refers to particular types of 
matters to be withheld. 


(4) Disclose trade secrets and commercial or financial 
information obtained from a person and privileged or 
confidential, including, but not limited to: 


(i) Information contained in letters of comment in 
connection with registration statements, applications 
for registration or other material filed with the Com- 
mission, replies thereto, and related material which is 
deemed to have been submitted to the Commission 
in confidence or to be confidential at the instance of 
the registrant or person who has filed such material 
unless the contrary clearly appears; and 


(ii) Information contained in any document submitted 
to or required to be filed with the Commission where 
the Commission has undertaken formally or informally 
to receive such submission or filing for its use or the 
use of specified persons only, such as preliminary 
proxy material filed pursuant to Rule 14a-6 under the 
Securities Exchange Act (17 CFR 240.14a-6), reports 
filed pursuant to Rule 316(a) under the Securities Act 
(17 CFR 230.316(a)), agreements filed pursuant to 
Rule 15c-3-1(c)(7)(G) under the Securities Exchange 
Act (17 CFR 240.15c3-1(c)(7)(vii)), schedules filed 
pursuant to Part Il of Form X-17A-5 (17 CFR 249.617) 
in accordance with Rule 17a-5(b)(3) under the 
Securities Exchange Act (17 CFR 240.17a-5(b)(3), 
statements filed pursuant to Rule 17a-5(k)(1) under the 
Securities Exchange Act (17 CFR 240.17a-5(k)(1)), 
confidential reports filed pursuant to Rules 17a-9, 
17a-10, 17a-12 and 17a-16 under the Securities 
Exchange Act (17 CFR 240.17a-9, 240.17a-12, and 
240.17a-16), and any information filed with the Com- 
mission and confidential pursuant to Section 45 of the 
Investment Company Act of 1940, 15 U.S.C. 80a-44, 
or Rule 45a-1 thereunder (17 CFR 270.45a-1); and 


(iii) Information contained in reports, summaries, 
analyses, letters, or memoranda arising out of, in 
anticipation of, or in connection with, an examination 
or inspection of the books and records of any person 


or any other investigation. 


(5) Involve accusing any person of a crime, or formally 
censuring any person, including, but not limited to, 
consideration of whether to: 


(i) Institute, continue, or conclude administrative 
proceedings or any formal or informal investigation 
or inquiry, whether public or nonpublic, against or 
involving any person; or 


(ii) Commence, participate in, or terminate judicial 
proceedings alleging a violation of any provision of the 
federal securities laws, or the rules and regulations 
thereunder, or any other statute or rule a violation of 
which is punishable as a crime; or 


(iii) Issue a report or statement discussing the conduct 
of any person and the relationship of that conduct to 
possible violations of any provision of the federal 
securities laws, or the rules and regulations there- 
under, or any other statute or rule a violation of which 
is punishable as a crime; or 


(iv) Transmit, with or without recommendation, any 
Commission memorandum, file, document, or record to 
the Department of Justice, a United States Attorney, 
any federal, state, local, or foreign governmental 
authority, any professional association, or any 
securities industry self-regulatory organization, in order 
that the recipient may consider the institution of 
proceedings against any person or the taking of any 
action that might involve accusing any person of a 
crime or formally censuring any person; or 


(v) Seek from, act upon, or act jointly with respect 
to, any information, file, document, or record where 
such action could lead to accusing any person of a 
crime or formally censuring any person by any entity 
described in subparagraph (iv) immediately above. 


(6) Disclose information of a personal nature, where 
disclosure would constitute a clearly unwarranted in- 
vasion of personal privacy. 


(7)(i) Disclose investigatory records compiled for law 
enforcement purposes, or information which, if written, 
would be contained in such records, to the extent that 
the production of such records would: (A) interfere 
with enforcement activities undertaken, or likely to be 
undertaken, by the Commission or the Department of 
Justice, or any United States Attorney, or any federal, 
state, local, or foreign governmental authority, any 
professional association, or any securities industry self- 
regulatory organization; (B) deprive a person of a right 
to a fair trial or an impartial adjudication; (C) constitute 
an unwarranted invasion of personal privacy; (D) 
disclose the identity of a confidential source and, in the 
case of a record compiled by a criminal law enforce- 
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ment authority in the course of a criminal investiga- 
tion, or by an agency conducting a lawful national 
security intelligence investigation, confidential informa- 
tion furnished only by the confidential source; (E) 
disclose investigative techniques and procedures; or (F) 
endanger the life or physical safety of law enforcement 
personnel. 


(ii) The term “investigatory records” includes, but is 
not limited to, all documents, records, transcripts, 
evidentiary materials of any nature, correspondence, 
related memoranda, or work product concerning any 
examination, any investigation (whether formal or 
informal), or any related litigation, which pertains to, 
or may disclose, the possible violation by an person 
of any provision of any statute, rule, or regulation 
administered by the Commission, by any other federal, 
state, local, or foreign governmental authority, by any 
professional association, or by any securities industry 
self-regulatory organization. The term ‘investigatory 
records” also includes all written communications 
from, or to, any person complaining or otherwise 
furnishing information respecting such possible viola- 
tions, as well as all correspondence or memoranda in 
connection with such complaints or information. 


(8) Disclose information contained in, or related to, any 
examination, operating, or condition report prepared 
by, on behalf of, or for the use of, the Commission, 
any other federal, state, local, or foreign governmental 
authority, or any securities industry self-regulatory 
organization, responsible for the regulation or super- 
vision of financial institutions. 


(9) Disclose information the premature disclosure of 
which would be likely to 


(i)(A) Lead to significant financial speculation in cur- 
rencies, securities, or commodities, including, but not 
limited to, discussions concerning the proposed or con- 
tinued suspension of trading in any security, or the 
possible investigation of, or institution of activity con- 
cerning, any person with respect to conduct involving 
or affecting publicly-traded securities, or (B) Signifi- 
cantly endanger the stability of any financial institution; 
or 


(ii) Significantly frustrate the implementation, or the 
proposed implementation, of action by the Commis- 
sion, any other federal or state governmental authority 
or agency, or any securities industry self regulatory 
agency, Provided, however, that this clause (ii) shall not 
apply in any instance where the Commission has al- 
ready disclosed to the public the precise content or 
nature of its proposed action, or where the Commission 
is expressly required by law to make such disclosure 
on its own initiative prior to taking final agency action 
on such proposal. 
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(10) Specifically concern the Commission’s considera- 
tion of, or its actual: issuance of a subpoena (whether 
by the Commission directly or by any Commission 
employee or member); participation in a civil action or 
proceeding, an action in a foreign court or international 
tribunal, or an arbitration; or initiation, conduct, or 
disposition of a particular case of formal adjudication 
pursuant to the procedures in 5 U.S.C. 554, or other- 
wise involving a determination on the record after 
opportunity for a hearing; including, but not limited to, 
matters involving 


(i) The institution, prosecution, adjudication, dismissal, 
settlement, or amendment of any administrative pro- 
ceeding, whether public or nonpublic; or 


(ii) The commencement, settlement, defense, or prose- 
cution of any judicial proceeding to which the Commis- 
sion, or any one or more of its members or employees, 
is or may become a party; or 


(iii) The commencement, conduct, termination, status, 
or disposition of any inquiry, investigation, or proceed- 
ings to which the power to issue subpoenas is, or may 
become, attendant; or 


(iv) The discharge of the Commission's responsibilities 
involving litigation under any statute concerning the 
subject of bankruptcy; or 


(v) The participation by the Commission (or any em- 
ployee or member thereof) in, or involvement with, any 
civil judicial proceeding or any administrative proceed- 
ing, whether as a party, as amicus Curiae, or other- 
wise; or 


(vi) The disposition of any application for a Commission 
order of any nature where the issuance of such an order 
would involve a determination on the record after 
opportunity for a hearing. 


(b) /nterpretation of exemptions. The examples set forth 
in paragraphs (1) through (10) of 8200.402(a) of par- 
ticular matters which may be the subject of closed 
Commission deliberations are to be construed as illus- 
trative, but not as exhaustive, of the scope of those 
exemptions. 


(c) Public interest determination. Notwithstanding the 
provisions of §200.402(a) (concerning the closing of 
Commission meetings), but subject to the provisions of 
§200.409(a) (respecting the right of certain persons to 
petition for the closing of a Commission meeting), the 
Commission may conduct any meeting or portion of a 
meeting in public where the Commission determines, 
in its discretion, that the public interest renders it 
appropriate to open such a meeting. 
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(d) Nonpublic matter in announcements. The Commis- 
sion may delete from the notice of Commission meet- 
ings described in 8200.403, from the announcements 
concerning closed meetings described in 88200.404(b) 
and 200.405(c), and from the General Counsel's certifi- 
cation described in 8200.406, any information or de- 
scription the publication of which would be likely to 
disclose matters of the nature described in §200.402(a) 
(concerning the closing of Commission meetings). 


§200.403 Notice of Commission meetings. 


(a) Content of notice. (1) In the case of open meetings, 
or meetings closed pursuant to the procedures specified 
in §200.404, the Commission shall announce the items 
to be considered. For each such item, the announce- 
ment shall include: 


(i) A brief description of the generic or precise subject 
matter to be discussed: 


(ii) The date, place, and approximate time at which the 
Commission will consider the matter; 


(iii) Whether the meeting, or the various portions 
thereof, shall be open or closed; and 


(iv) The name and telephone number of the Commis- 
sion official designated to respond to requests for infor- 
mation concerning the meeting at which the matter is 
to be considered. 


(2) Every announcement of a Commission meeting 
described in this subsection, or any amended an- 
nouncement described in 8200.403(c), shall be transmit- 
ted to the Federa/ Register for publication. 


(b) Time of notice. The announcement of Commission 
meetings referred to in 8200.403(a) shall be made 
publicly available (and submitted immediately thereafter 
to the Federa/ Register for publication) at least one 
week prior to the consideration of any item listed 
therein, except where a majority of the members of 
the Commission determine, pursuant to 8200.403(c), 
that Commission business requires earlier consideration 
of the matter. In the event of such a determination, 
the announcement shall be made publicly available 
(and submitted to the Federa/ Register) at the earliest 
practicable time. 


(c) Amendments to notice. (1)(i) The time or place of a 
meeting may be changed following any public an- 
nouncement that may be required by 8200.403(a). In the 
event of such action, the Commission shall announce 
the change at the earliest practicable time. 


(ii) The subject matter of a meeting, or the determina- 
tion of the Commission to open or close a meeting 
(or a portion of a meeting), may be changed following 


any public announcement that may be required by 
§200.403(a), if (A) a majority of the entire membership 
of the Commission determines, by a recorded vote, that 
Commission business so requires and that no earlier 
announcement of the change was possible; and (b) 
the Commission publicly announces such change and 
the vote of each member upon such change at the 
earliest practicable time. 


(2) Notwithstanding the provisions of this subsection 
(c), matters which have been announced for Commis- 
sion consideration may be deleted, or continued in 
whole or in part to the next scheduled Commission 
meeting, without notice. 


(d) Notice of meetings closed pursuant to special 
procedure. \n the case of meetings closed pursuant to 
the special procedures set forth in §200.405, the Com- 
mission shall make publicly available, in whole or in 
summary form, 


(1) A brief description of the general subject matter 
considered or to be considered, and 


(2) The date, place, and approximate time at which the 
Commission will, or did, consider the matter. The 
announcement described in this subsection shall be 
made publicly available at the earliest practicable time, 
and may be combined, in whole or in part, with the 
announcement described in 8200.403(a). 


Note: The Commission intends, to the extent conven- 
ient, to adhere to the following schedule in organ- 
izing its weekly agenda: Closed meetings to consider 
matters concerning the enforcement of the federal 
securities laws and the conduct of related investiga- 
tions will generally be held on Tuesdays and on 
Thursday afternoons. An open meeting will generally 
be held each Thursday morning to consider matters of 
any appropriate nature. On Wednesdays, either open or 
closed meetings, or both, will generally be held ac- 
cording to the requirements of the Commission's 
agenda for the week in question. Normally, no meetings 
will be scheduled on Mondays, Fridays, Saturdays, 
Sundays, or legal holidays. 


The foregoing tentative general schedule is set forth for 
the guidance of the public, but is not, in any event, 
binding upon the Commission: In every case, the 
scheduling of Commission meetings shall be de- 
termined by the demands of Commission business, 
consistent with the requirements of this Subpart |. 
When feasible, the Commission will endeavor to 
announce the subject matter of all then-contemplated 
open meetings during a particular month at least one 
week prior to the commencement of that month. 


When and if convenient after the conclusion of a closed 
Commission meeting, the Commission will endeavor to 
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make publicly available a notice describing (subject to 
the provision in 8200.402(d) regarding nonpublic matter 
in announcements) the items considered at that meet- 
ing and any action taken thereon. 


§200.404 General procedure for determination to close 
meeting. 


(a) Action to close meeting. Action to close a meeting 
pursuant to 8200.402(a) or (c) shall be taken only upon a 
vote of a majority of the entire membership of the Com- 
mission. A separate vote of the Commission members 
shall be taken with respect to each Commission meeting 
a portion or portions of which are proposed to be 
closed to the public pursuant to 8200.402(a), or with 
respect to any information which is proposed to be 
withheld under 8200.402(d); Provided, however, that a 
single vote may be taken with respect to a series of 
meetings, a portion or portions of which are proposed 
to be closed, or with respect to any information con- 
cerning such series of meetings, so long as each meet- 
ing in such series relates to the same matters and is 
scheduled to be held no more than thirty days after 
the initial meeting in such series. The vote of each 
Commission member participating in such vote shall be 
recorded and no proxies shall be allowed. 


(b) Announcement of action to close meeting. Within 
one day of any vote pursuant to subsection (a) of this 
rule or 8200.409(a) (relating to review of Commission 
determinations to open a meeting), the Commission 
shall make publicly available: 


(1) A written record reflecting the vote of each par- 
ticipating member of the Commission on the question; 
and 


(2) In the case of a meeting or portion thereof to be 
closed to the public, a written explanation of the 
Commission's action closing the meeting or a portion 
thereof, together with a list describing generically or 
specifically the persons expected to attend the meeting 
and their affiliation; and 


(3) For every closed meeting, the certification executed 
by the Commission's General Counsel as described 
in §200.406. 


§200.405 Special procedure for determination to close 
meeting. 


(a) Finding. Based, in part, on a review of several 
months of its meetings, as well as the legislative 
history of the Sunshine Act, the Commission finds that 
a majority of its meetings may properly be closed to 
the public pursuant to paragraphs (4), (8), (9)(i), or 
(10) of 8200.402(a), or any combination thereof. 


(b) Action to close meeting. The Commission may, by 
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recorded vote of a majority of its members at the 
commencement of any meeting or portion thereof 

determine to close any meeting or a portion thereo 

properly subject to being closed pursuant to paragraphs 

(4), (8), (9)(i), or (10) of 8200.402(a), or any combina- 
tion thereof. The procedure described in this rule may 
be utilized notwithstanding the fact that a meeting or 
portion thereof properly subject to being closed 
pursuant to. paragraphs (4), (8), (9)(i), or (10) of 
§200.402(a), or any combination thereof, could also be 
closed purusant to paragraphs (1), (2), (3), (5), (6), 
(7), or (9)(ii) of 8200.402(a), or any combination thereof, 


(c) Announcement of action to close meeting. \n the 
case of a meeting or a portion of a meeting closed 
pursuant to this rule, as soon as practicable the 
Commission shall make publicly available: 


(1) A written record reflecting the vote of each par- 
ticipating member of the Commission to close the meet- 
ing; and 





(2) The certification described in §200.406, executed by © 
the Commission’s General Counsel. | 


§200.406 Certification by the General Counsel. 


For every Commission meeting closed pursuant to para- 
graphs (1) through (10) of 8200.402(a), the General 
Counsel of the Commission (or, in his or her absence, 
the attorney designated by General Counsel pursuant to 
§200.21) shall publicly certify that, in his or her opinion, 
the meeting may be closed to the public and shall 
state each relevant exemptive provision. 


§200.407 Transcripts, minutes, and other documents 
concerning closed Commission meetings. 


(a) Record of closed meetings. Except as provided in 
§200.407(b), the Commission’s Secretary shall prepare 
a complete transcript or electronic recording adequate 
to record fully the proceedings of each closed meet- 
ing, or closed portion of a meeting. 


(b) Minutes of closed meetings. \n the case of a meet- 
ing, or portion of a meeting, closed to the public 
pursuant to paragraphs (8), (9)(i), or (10) of 8200.402(a), 
the Secretary may, in his or her discretion or at the 
direction of the Commission, prepare either the trans- 
cript or recording described in §200.407(a), or a set of 
minutes. Such minutes shall fully and clearly describe 
all matters discussed and shall provide a full and 
accurate summary of any actions taken, and the 
reasons therefor, including a description of each of the 
views expressed on any item and the record of any 
rollcall vote (reflecting the vote of each participating 
Commission member on the question). All documents 
specifically considered by the Commission in connec- 
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tion with any action shall be identified if such minutes 
re maintained. 


\c) Retention of certificate and statement. The 
Secretary shall retain a copy of every certification 
executed by the General Counsel pursuant to 
§200.406, together with a statement from the presiding 
officer of the meeting, or portion of a meeting to 
which the certification applies, setting forth the time 
and place of the meeting, and the persons present. 


\d) Minute Record. Nothing herein shall affect the 
provisions of §200.13a and 8200.40 requiring the Secre- 
tary to prepare and maintain a Minute Record 
reflecting the official actions of the Commission. 


§200.408 Public access to transcripts and minutes of 
closed Commission meetings; record retention. 


(a) Public access to record. Within twenty days 
(excluding Saturdays, Sundays, and legal holidays) of 
the receipt by the Commission’s Freedom of Informa- 
tion Act Officer of a written request, or within such 
extended period as may be agreeable to the person 
making the request, the Secretary shall make available 
for inspection by any person in the Commission’‘s 
Public Reference Room, the transcript, electronic 





recording, or minutes (as required by §200.407(a) or (b)) 
of the discussion of any item on the agenda, except 
for such item or items as the Freedom of Information 
Act Officer determines to involve matters which may 
be withheld under §200.402 or otherwise. Copies of 
such transcript, or minutes, or a transcription of such 
recording disclosing the identity of each speaker, shall 
be furnished to any person at the actual cost of duplica- 
tion, aS set forth in 8200.80e, and, if a transcript is 
prepared, the actual cost of such transcription. 


(b) Review of deletion from record. Any person who 
has been notified that the Freedom of Information Act 
Officer has determined to withhold any transcript, 
recording, or minute, or portion thereof, which was the 
subject of a request for access pursuant to 8200.402(a), 
or any person who has not received a response to his or 
her own request within the 20 days specified in 
§200.408(a), may appeal the adverse determination or 
failure to respond by applying for an order of the 
Commission determining and directing that the 
transcript, recording or minute, or deleted portion 
thereof, be made available. Such application shall be in 
writing and should be directed to the Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. The applicant shall state such facts and 
cite such legal or other authorities as the applicant 
may consider appropriate. The Commission shall make 
a determination with respect to any appeal pursuant to 
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this subsection within 20 days (excepting Saturdays, 
Sundays and legal public holidays) after the receipt of 
such appeal, or within such extended period as may be 


agreeable to the person making the request. The Com- 
mission may determine to withhold any record that is 
exempt from disclosure pursuant to 8200.402(a), al- 
though it may disclose a record, even if exempt, if, 
in its discretion, it determines it to be appropriate to do 
so. 


(c) Retention of record. The Commission, by its Secre- 
tary, shall retain a complete verbatim copy of the 
transcript, or a complete copy of the minutes, or a 
complete electronic recording of each meeting, or 
portion of a meeting, closed to the public, for a period 
of at least two years after such meeting, or until one 
year after the conclusion of any Commission proceed- 
ing with respect to which the meeting or portion was 
held, whichever occurs later. 


§200.409 Administrative appeals. 


(a) Review of determination to open meeting. Following 
any announcement stating that the Commission intends 
to open a meeting or a portion thereof, any person 
whose interest may be directly and substantially af- 
fected by the disposition of the matter to be dis- 
cussed at such meeting may make a request, directed 
to the Commission’s Secretary, that the meeting, or 
relevant portion thereof, be closed pursuant to para- 
graphs (5), (6), or (7) of 8200.402(a). The Secretary 
shall circulate such a request to the members of the 
Commission, along with a supporting statement pro- 
vided by the requestor setting forth the requestor’s 
interest in the matter and the reasons why the requestor 
believes that the meeting (or portion thereof) should be 
closed, and the Commission, upon the request of any 
one of its members, shall vote by recorded vote on 
whether to close such meeting or portion. 


(b) Review of determination to close meeting. Following 
any announcement that the Commission intends to 
close a meeting or a portion thereof, any person may 
make written or telegraphic request, directed to the 
Commission's Secretary, that the meeting or a portion 
thereof be open. Such a request shall set forth the 
requestor’s interest in the matter and the reasons why 
the requestor believes that the meeting (or a portion 
thereof) should be open to the public. The Secretary 
shall circulate such a request and supporting statement 
to the members of the Commission, and the Commis- 
sion, upon the request of any one of its members, 
shall vote whether to open such a meeting or a portion 
thereof. 


§200.410 Miscellaneous. 
(a) Unauthorized recordings; maintenance of decorum. 
Nothing in this subpart shall authorize any member of 


the public to be heard at, or otherwise participate in, 
any Commission meeting, or to record any Commis- 
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sion meeting or portion thereof by electronic or photo- 
graphic devices. The Commission may exclude any 
person from attendance at any meeting whenever 
necessary to preserve decorum, or where appropriate 
or necessary for health or safety reasons, or where 
necessary to terminate behavior unauthorized by this 
subsection. Any person desiring to record or photo- 
graph an open Commission meeting may apply to the 
Commission‘s Secretary for permission to do so, setting 
forth the requestor’s interest in the matter and the 
reasons why the requestor desires to record or photo- 
graph the Commission’s proceedings. The Commis- 
sion’s determination whether or not to permit such con- 
duct shall be confided to its exclusive discretion; 
Provided, however, that nothing herein shall preclude 
any person from taking notes at, or publicly or privately 
reporting on, the Commission's open meetings. 


(b) Suspension of open meeting. Subject to the satis- 
faction of any procedural requirements which may be 
required by this subpart, nothing in this subpart shall 
preclude the Commission from directing that the room 
be cleared of spectators, temporarily or permanently, 
whenever it appears that the discussion during an open 
Commission meeting is likely to involve any matter 
described in 8200.402(a) (respecting closed meetings). 


(c) Access to Commission documents. Except as 
expressly provided, nothing in this subpart shall author- 
ize any person to obtain access to any document not 
otherwise available to the public or not required to be 
disclosed pursuant to Subpart D. Access to documents 
considered or mentioned at Commission meetings 
may only be obtained subject to the procedures set 
forth in, and the provisions of, Subpart D. 


By the Commission. 


February 2, 1977 


George A. Fitzsimmons 
Secretary 





"Section 552b(g) requires that each agency consult with 
the Administration Conference of the United States in 
formulating rules to implement the Sunshine Act. The 
Commission has engaged in such consultation, by fur- 
nishing copies of the preliminary drafts of these rules 
to the Conference, by discussions with Conference 
personnel, and by attendance at the Conference’s 
seminar on this subject. 


“In this release, the Commission also solicits comments 
on proposed clarifying Freedom of Information Act 
(‘‘FOIA’’) amendments. The Sunshine Act expressly 
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requires the opportunity for public comment only as to 
rules implementing the new open meetings require- 
ments. 





SECURITIES ACT OF 1933 
Release No. 5803/February 2, 1977 


In the Matter of 
Schedule D Offering sheets filed by 


SOUTHWESTERN RESOURCES, INC. 
Denton, Texas 


PRUITT KEEL #1 
Admin. Pro. 3-4961 


FINDINGS AND ORDER PERMANENTLY SUSPEND- 
ING REGULATION BY EXEMPTION 


BURK KEEL #1 
Admin. Pro. 3-4962 


PRUITT KEEL #2 ) 
Admin. Pro. 3-4963 ' 


BARBER #1 
Admin. Pro. 3-4964 


SECURITIES ACT OF 1933 
Section 3b and Regulation B 


ORDER VACATING TEMPORARY SUSPENSION OF 
THE REGULATION B EXEMPTION 


In these proceedings to determine whether the tem- 
porary suspension of the Regulation B exemption from 
registration under the Securities Act of 1933 with 
respect to certain of its offerings of fractional un- 
divided interests in oil and gas leases should be made 
permanent or vacated, Southwestern Resources, Inc. 
(Southwestern) has, without admitting or denying the 
allegations in the order for proceedings or the findings 
herein, submitted on November 1, 1976 an offer of 
settlement which the Commission has determined to 
accept. On the basis of the Order for Proceedings and 
the offer of settlement, it is found that, with respect 
to Pruitt Keel #1: 


1. No exemption is available for this offering under 
Regulation B because Southwestern failed to comply 
with Rule 310(b) [17 CFR 230.310(b)] by failing to 
deliver copies of the offering sheet to the investors 
at or prior to the time of the initial offer. 
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2. No exemption is available for this offering under 
Regulation B because Southwestern failed to comply 
with Rule 310 (d) [17 CFR 230.310(d)] by failing to 
deliver copies of the offering sheet to the investors at 
least 48 hours before the sale was made. 


3. No exemption is available for this offering under 
Regulation B because the offering sheet used failed 
to comply with Rule 330(a) and (b) of Regulation 
B [17 CFR 230.330(a) and (b)] by containing untrue 
statements of material facts and by omitting to state 
material facts necessary in order to make the state- 
ments made, in the light of the circumstances under 
which they were made, not misleading, including 
but not limited to the statement that all monies 
collected from investors would be placed in an 
escrow account until disbursed for drilling and 
completion costs. 


4. The offering was made in violation of the anti- 
fraud provisions of Section 17(a) of the Securities 
Act of 1933 and Section 10(b) of the Securities 
Exchange Act of 1934, and Rule 10b-5 thereunder, 
in that Southwestern, while engaged in the offering, 
directly and indirectly made use of the means and 
instruments of transportation and communication in 
interstate commerce and of the means and instru- 
mentalities of interstate commerce, and in connec- 
tion with the offer and sale of this offering made to 
prospective purchasers and investors untrue state- 
ments of material facts and omitted to state material 
facts necessary to make the statements made, in the 
light of the circumstances under which they were 
made, not misleading, including but not limited to 
the following: 


a) That Southwestern Resources, Inc. had been 
selling fractional undivided working interest to the 
public for along time; and 


b) That on its leases offered as fractional undivided 
working interests, Southwestern Resources, Inc. 
has had an 85% success ratio in drilling. 


In view of the foregoing IT IS ORDERED, pursuant to 
Rule 334 of Regulation B under the Securities Act of 
1933, that the exemption from registration with respect 
to Southwestern’s Pruitt Keel #1 (20-2122A1) offering 
be, and hereby is, permanently suspended. 


IT |S FURTHER ORDERED that the orders of February 
17, 1976 temporarily suspending the Regulation B 
exemption for Southwestern’s Burk Keel #1 (20- 
2122A3), Pruitt Keel #2 (20-2122A4) and Barber #1 
(20-2122A5) offerings be, and hereby are, vacated. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13213/ January 28, 1977 


The Securities and Exchange Commission has ordered 
the institution of public administrative proceedings 
against Hinkle Northwest, Inc. (Registrant), a Portland, 
Oregon broker-dealer and investment adviser, and 
Ernest F. Hinkle, Kenneth T. LaMear, Dennis B. Reiter, 
Bernard G. Molinari, Fred Hogg, Patrick B. McGinnis 
and Jack M. Wied, all of Portland, Oregon. Hinkle 
is the chairman of Registrant’s board of directors and 
its controlling shareholder. LaMear and Reiter are 
Registrant's president and _ secretary-treasurer re- 
spectively, and shareholders. Molinari, Hogg, and 
McGinnis are registered representatives of Registrant. 
Wied was formerly a vice-president and treasurer of 
Benjamin Franklin Federal Savings and Loan Associa- 
tion (Franklin), of Portland, Oregon. 


The proceedings are based on allegations by the 
Commission's staff that: 


1. Hinkle, LaMear, Wied, Reiter and Registrant, in. 
violation of the anti-fraud provisions of the Securities 
Exchange Act of 1934 (Exchange Act), engaged in a 
common scheme to defraud, and conspired to defraud 
Franklin of its credit and profits of approximately 
$120,000 during the period of about March 27, 1975 to 
about June 30, 1976 in connection with the purchase, 
financing and sale of about $125,000,000 of U.S. 
Government treasury obligations by Registrant. 


2. Registrant, Hinkle, LaMear and Reiter employed 
devices, schemes and artifices to defraud and made 
misleading statements in violation of the anti-fraud 
provisions of the Exchange Act in connection with 
Registrant's repurchase of its own securities from 
members of the public during the period of about June 
10, 1975 to about November 30, 1975. The order for 
proceedings alleged that as part of such misconduct 
the respondents failed to disclose to the sellers of the 
securities the greatly improved financial condition of 
Registrant since its last report to the shareholders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13214/ January 28, 1977 


NOTICE OF EFFECTIVENESS OF A PHOP DOSED RULE 
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CHANGE BY THE BRADFORD SECURITIES PROCES- 
SING SERVICES, INC. 
(File No. SR-BSPS-77-2) 


Bradford Securities Processing Services, Inc. sub- 
mitted, on January 3, 1977, a rule change pursuant 
to Section 19(b)(3) of the Securities Exchange Act of 
1934 and Rule 19b-4 thereunder, amending its fee 
schedule. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3) of the Securities Exchange 
Act of 1934. At any time within sixty days of the 
filing of such proposed rule change, the Commission 
may summarily abrogate the rule change if it appears 
to the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication 
in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-BSPS-77-2. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13215/ January 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY 
(File No. SR-DTC-77-1) 


The Depository Trust Company (’‘DTC’’) submitted on 
January 6, 1977, a proposed rule change, pursuant to 
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Rule 19b-4 under the Securities Exchange Act of 1934, 
to establish a procedure that would enable DTC par- 
ticipants to exercise repayment options on certain debt 
securities without withdrawing them from DTC. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. Interested persons are invited to submit 
written data, views and arguments concerning the sub- 
mission within twenty-one days from the date of publi- 
cation in the Federa/ Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-DTC-77-1. 


Copies of the submission, with accompanying exhi- 
bits, and of all written comments will be available for 
public inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 20549. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13216/ January 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY THE MIDWEST CLEARING CORPORATION AND 
THE MIDWEST SECURITIES TRUST COMPANY 
(File Nos. SR-MCC-76-5 and SR-MSTC-76-14) 


The Midwest Clearing Corporation and the Midwest 
Securities Trust Company submitted on December 28, 
1976, proposed rule changes, pursuant to Rule 19b-4 
under the Securities Exchange Act of 1934, to establish, 
and to set fees for, the Pledge Loan Program, which 
would enable a broker-dealer participant to pledge 
depository-held securities as loan collateral with a 
pledgee bank via book-entry movement without 
physical movement of the securities from the deposi- 
tory. 


Publication of the submissions is expected to be made 
in the Federa/ Register during the week of January 31, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submissions 
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within twenty-one days from the date of publication 
in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File Nos. SR-MCC-76-5 and SR-MSTC-76-14. 


Copies of the submissions, with accompanying exhi- 
bits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filings will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13217/ January 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE OPTIONS CLEARING CORPORATION 
(File No. SR-OCC-76-11) 


The Options Clearing Corporation (‘‘OCC’’) submitted 
on December 22, 1976, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, to implement certain technical rule 
changes to indicate that settlement of exercised option 
contracts can be made through more than one cor- 
respondent clearing corporation. 


Publication of the submission is expected to be made 
in the Federal Register during the week of January 
31, 1977. Interested persons are invited to submit 
written data, views and arguments concerning the sub- 
mission within twenty-one days from the date of publi- 
cation in the Federa/ Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-OCC-76-11. 


Copies of the submission, with accompanying exhi- 
bits, and of all written comments will be available for 
public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 


be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13218/ January 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST SECURITIES TRUST COMPANY 
(File No. SR-MSTC-76-4) 


The Midwesi Securities Trust Company (““MSTC’’) sub- 
mitted, on January 3, 1977, a proposed rule change, 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, to establish a depository interface between 
MSTC and The Depository Trust Company enabling 
book-entry settlement of securities transactions be- 
tween participants of the two depositories even though 
one or both participants may not be a participant in 
both depositories. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-MSTC-76-4. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the Principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13219/ January 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
NEW YORK STOCK EXCHANGE, INC. 
File No. SR-NYSE-77-2 


The New York Stock Exchange, Inc. submitted on 
January 19, 1977 a proposed rule change under Rule 
19b-4 to redefine the meaning of a “‘security.”’ 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-77-2. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13220/ January 28, 1977 


In the Matter of 

CHICAGO BOARD OPTION EXCHANGE, INC. 
LaSalle at Jackson 

Chicago, Illinois 60604 

(SR-CBOE-76-23) 


ORDER APPROVING PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS, EXCHANGE, INC. 


On December 6, 1976, the Chicago Board Options 
Exchange, Inc. (‘‘CBOE’’) filed with the Commission, 
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pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the ‘‘Act’’). as amended by the Securities 
Acts Amendments of 1975; and Rule 19b-4 there- 
under, copies of a proposed rule change. The rule 
change revises the Exchange’s arbitration procedures 
applicable to controversies between members, persons 
associated with members and customers of members. 





Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Release No. 34-13063 (December 13, 1976)), and by 
publication in the Federa/ Register (41 FR 55757 
(December 22, 1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges and in particular, the requirements 
of Section 6, and the rules and regulations thereunder. ' 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on December 22, 1976, be, and it 
hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





'The Commission staff is currently reviewing the ad- 
visability of implementing industry wide uniform arbitra- 
tion procedures applicable to all self-regulatory organ- 
izations and has solicited public comment on possible 
approaches (See SEA Release No. 34-13176). The Com- 
mission's approval of the subject rule proposal does not 
preclude the adoption of such procedures in the future. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13221/ January 28, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE PACIFIC STOCK EXCHANGE 
File No. SR-PSE-77-3 


On January 17, 1977, the Pacific Stock Exchange 
Incorporated (the ‘’PSE’’) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘‘Act’’), as 
amended by Pub. L. No. 94-29, 816 (June 4, 1975), 
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and Rule 19b-4 thereunder, copies of a proposed rule 
change. The proposed rule change is designed to bring 
PSE Rule XIII into conformity with Rule 19c-1 under the 
Act by amending PSE Rule XIll to eliminate restric- 
tions on the ability of PSE members to effect trans- 
actions in PSE listed securities over-the-counter with 
third market makers and non-member block positioners. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or in- 
stitute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and argu- 
ments concerning the submission within 30 days from 
the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six 
copies thereof with George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-77-3. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1934 
Release No. 13222/ January 31, 1977 


Administrative Proceeding File No. 3-5139 
In the Matter of 

UNAGUSTA CORPORATION 
Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued 
notice giving interested persons until February 22, 1977 
to request a hearing on an application by Unagusta 
Corporation ("the Applicant’), an 82% owned sub- 
sidiary of Welbilt Corporation (‘‘Welbilt’’), pursuant to 
Section 12(h) of the Securities Exchange Act of 1934 
for an order exempting the Applicant from the reporting 
requirements of Section 15(d) of that Act. 


Applicant has -permanently abandoned all business 
activities; its liabilities substantially exceed its assets; 
there is de minimus trading in the Applicant's common 
stock; and Applicant has no income nor employees to 
prepare such reports. Welbilt had undertaken to provide 
information relating to the current status of Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13223/ January 31, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE NEW ENGLAND SECURITIES DEPOSITORY 
TRUST COMPANY 

(File No. SR-NESDTCO-77-1) 


The New England Securities Depository Trust Company 
(““NESDTCO”) submitted, on January 17, 1977, a pro- 
posed rule change pursuant to Rule 19b-4 under the 
Securities Exchange Act of .1934, regarding the estab- 
lishment of and procedures for a Transfer Agent 
Custodian (‘TAC’) program with various transfer 
agents. Under the proposed plan, the TAC custodian 
would act as transfer agent and custodian of certifi- 
cates for securities registered in the name of 
NESDTCO’s nominee. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference. should be made to File No. 
SR-NESDTCO-77-1. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13224/January 31, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
BRADFORD SECURITIES PROCESSING SERVICES, 
INC. 

(File No. SR-BSPS-77-1) 


Bradford Securities Processing Services, Inc. submitted 
on January 5, 1977, a proposed rule change, pursuant 
to Rule 19b-4 under the Securities Exchange Act of 
1934, regarding the establishment of an automated 
fixed income accounting service for registered broker- 
dealers. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BSPS-77-1. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for pubfic 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be avail- 
able at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13225/February 1, 1977 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9624/February 1, 1977 


In the Matter of 


REVERE MANAGEMENT CO., INC., et al. 
Administrative Proceeding File No. 3-5150 


The Securities and Exchange Commission has ordered 


public administrative proceedings under the Securities 
Exchange Act of 1934 (Exchange Act) and the Invest- 
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ment Company Act of 1940 against Revere Manage- 
ment Co., Inc. (Management), a Pennsylvania corpora- 
tion, located in Philadelphia, Pennsylvania; William M. 
Hess (Hess) of Philadelphia, Pennsylvania, president 
and director of Revere Fund Inc. (Revere), a manage- 
ment, open-end, diversified company registered with 
the Commission pursuant to Section 8(a) of the Invest- 
ment Company Act of 1940; American Fund Services 
Ltd. (AFS), a Dusseldorf, Germany, broker-dealer; and 
Albert Kuhn (Kuhn) of Dusseldorf, Germany, who 
established and was the principal operator of AFS. 


The proceedings are based upon allegations that from 
approximately June 30, 1972, to December 3, 1973, 
Management, AFS, Kuhn and Hess violated and aided 
and abetted violations of the anti-fraud provisions of 
the Exchange Act in that said persons, in redeeming 
and effecting transactions in securities, namely re- 
deemable shares of Revere, directly and indirectly, 
made untrue statements of material facts, omitted to 
state material facts and engaged in a fraudulent course 
of business concerning, among other things: (1) the 
redemption procedures employed by Revere; (2) the 
failure of shareholders to receive redemption proceeds 
and the disposition of said proceeds; (3) the un- 
authorized affixing on redemption checks of signatures 
which were purported to be those of redeeming 
shareholders; (4) the purported existence of an investi- 
gation by the Commission into the activities of Revere; 
(5) Kuhn's purported role as director of Revere; and 
(6) the processing of improperly guaranteed re- 
demption requests. The staff has futher alleged that 
Kuhn and AFS violated the anti-fraud provisions of 
the federal securities laws by making false and mis- 
leading statements concerning control of a bank 
account at the Dresdner Bank in Dusseldorf, Germany, 
and the disposition of the proceeds deposited in said 
bank account. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13226/February 1, 1977 


The Securities and Exchange Commission has issued a 
notice giving interested persons until February 22, 1977 
to request a hearing on an application by Visual Art 
Industries, Inc. (the ‘‘“Applicant’’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an 
order exempting the Applicant from the provisions 
of Sections 13 and 15(d) of that Act. As a result 
of a cash tender offer, C&S Associates, Inc. has 
acquired over ninety-three percent of the Applicant's 
common shares and the number of the Applicant's 
shareholders is now approximately one hundred 
and fifty. 





anage- 
)rpora- 
am M. 
ssident 


anage- 
d with 
Invest- 
ervices 
2r; and 
, who 

AFS. 


it from 

1973, 
1 aided 
ons of 
eming 
aly re- 
rectly, 
‘ted to 
course 
1) the 
2) the 
yceeds 
ie un- 
jatures 
eming 
nvesti- 
evere; 
2; and 
od re- 
d that 
ons of 
d mis- 

bank 
many, 
in said 


sued a 
b S77 
lal Art 
ection 
for an 
visions 
result 
>. has 
icant's 
icant’s 
indred 

















SECURITIES EXCHANGE ACT OF 1934 
Release No. 13227/February 2, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5801/February 2, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13228/February 1, 1977 


In the Matter of 


SYLVIA AUSTIN SCHWINGER 
JAMES V. O'BRIEN 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings' under the Securities 
Exchange Act of 1934 (‘Exchange Act’’), Sylvia Austin 
Schwinger (‘’Schwinger’’), a vice-president and 
director of both Austin James & Co. Inc. (‘James & 
Co."’) and Kenneth Bove & Co., Inc. (‘Registrant’), 
presently defunct broker-dealers, and James V. O’Brien 
(“O'Brien’’), president and director of James & Co. 
and a vice-president and director of Registrant, failed to 
appear at the November 15, 1976, hearing in this 
matter and are therefore deemed in default.” 


On the basis of the order instituting these proceedings, 
it is found that: 


1. Schwinger wilfully violated and wilfully aided and 
abetted violations of Section 17(a) of the Securities 
Act of 1933 (‘Securities Act’’) and Sections 10(b), 
15(b), 15(b)(4)(E), 15(c) and 17(a) of the Exchange 
Act and Rules 10b-5, 10b-6, 15b3-1, 15c1-8, 17a-3 
and 17a-4 promulgated thereunder; 


2. O’Brien wilfully violated and wilfully aided and 
abetted violations of Section 17(a) of the Securities 
Act and Sections 10(b), 15(b), 15(b)(4)(E), 15(c) and 
17(a) of the Exchange Act and Rules 10b-5, 10b-6, 
15b3-1, 15c1-8, 17a-3 and 17a-4 promulgated 
thereunder; and 


3. Schwinger and O’Brien were officers and directors 
of registrant at the time that a trustee was appointed 
pursuant to the Securities Investor Protection Act of 
1970. 


Accordingly, IT |S ORDERED that: 


1. Sylvia Austin Schwinger be, and she hereby is, 
barred from association with any broker or dealer; 
and 


2. James V. O’Brien be, and he hereby is, barred 
from association with any broker or dealer. 


The above sanctions will become effective at the 
opening of business on the second Monday after the 
date of this order. 


For the Commission, by the Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





‘In the Matter of Kenneth Bove & Co., Inc., et al. 
proceedings instituted June 13, 1974. 


2Rule 6(e) of the Commission’s Rules of Practice pro- 
vides that the allegations in the order for proceedings 
may be deemed true as to a defaulting respondent. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13229/ February 1, 1977 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-76-29) 
ORDER APPROVING PROPOSED RULE CHANGE 


On December 16, 1976, the American Stock Exchange, 
Inc. (“Amex”) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Acts Amend- 
ments of 1975, and Rule 19b-4 thereunder, copies of a 
proposed rule change which adds Sections 220 and 337 
to the Amex Company Guide and thereby provides a 
simplified listing procedure for companies whose 
securities currently are listed on the New York Stock 
Exchange (‘‘NYSE’’) as well as companies seeking to 
list simultaneously on the Amex and the NYSE. The 
proposal also establishes an original listing fee of 
$7,500 for such securities. 
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Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13128 (January 
3, 1977)) and by publication in the Federal Register 
(42 Fed. Reg. 2145 (January 10, 1977)). 


The Commission finds that the proposed rule change 
is consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to registered 
national securities exchanges, and in particular, the 
requirements of Section 6, and the rules and regula- 
tions thereunder. 


In its December 16, 1976 submission, Amex requested 
that the Commission accelerate the effectiveness of the 
proposal because it would streamline the listing pro- 
cedure for those companies seeking to be dually- 
listed on the Amex and the NYSE and, in so doing, 
promote inter-exchange competition through such dual 
listings. The Commission believes that the Amex pro- 
posal will facilitate dual listing of securities traded on 
the NYSE and that it will provide a greater opportunity 
for fair competition among brokers and dealers and 
among exchange markets. Further, the comment 
period with respect to the ‘proposed rule change 
expired on January 31, 1977 and no comments have 
been received thereon. The Commission therefore finds 
good cause for approving the proposed rule change 
prior to the thirtieth day after the date of publication 
of notice thereof. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change filed with the Commission on December 
16, 1976, be, and it hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13230/February 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

File No. SR-NASD-77-2 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on January 27, 1977 a proposed 
rule change under Rule 19b-4 to amend its By-Laws to 
provide rules, regulations and procedures for transac- 
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tions in standardized options in the over-the-counter 
market. 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, Secur- 
ities and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should be 
made to File No. SR-NASD-77-2. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13231/February 1, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PACIFIC STOCK EXCHANGE INCORPORATED 
File No. SR-PSE-77-4 


The Pacific Stock Exchange Incorporated (’’PSE”) 
submitted on January 19, 1977 a proposed rule change 
under Rule 19b-4 to amend Section 1 of PSE Rule VI 
regarding the definition of the term, ‘Series of 
Options.” 


Publication of the submission is expected to be made in 
the Federal Register during the week of January 31, 
1977. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 30 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
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thereof with the Secretary of the Commission, Secur- 
ities and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Reference should be 
made to File No. SR-PSE-77-4. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13232/February 2, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5802/February 2, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13233/February 2, 1977 


Admin. Proc. File No. 3-5089 
In the Matter of 


KENNETH J. WELKER 
223 Brookcliff Trace 
Marietta, Georgia 30062 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’),' Kenneth J. 
Welker (‘’Welker’’), without admitting or denying the 
allegations in the order for proceedings, has submitted 
an offer of settlement which the Commission has 
determined to accept. 


On the basis of the order for proceedings and the 
offer of settlement, it is found: 


(1) That Welker willfully aided and abetted violations of 
Sections 15(b), 15(c)(3) and 17(a) of the Exchange 


Act and Rule 15b3-1, 15c3-1, 15c3-3, 17a-3 and 
17a-11 thereunder; and 


(2) That it is in the public interest to impose - the 
sanctions specified in the offer of settlement.? 


Accordingly, IT |S ORDERED that: 


(1) Kenneth J. Welker be, and he hereby is, suspended 
from association with any broker or dealer for a 
period of sixty (60) days effective at the opening 
of business on the second Monday after the date 
of this order; and 


(2 


— 


Immediately following the expiration of the afore- 
said sixty (60) days suspension, that Kenneth J. 
Welker be, and he hereby is, barred from associa- 
tion with any broker or dealer in a supervisory 
or proprietary capacity. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





'In the Matter of Baker, Welker and Company, Inc., 
etal., instituted on September 2, 1976. 


?The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13234/ February 2, 1977 


The Securities and Exchange Commission has issued 
orders granting the applications of the following stock 
exchanges for unlisted trading privileges in the common 
stock of the following companies: 


Philadelphia Stock Exchange, Inc. - National Mines 
Service Co. 


Boston Stock Exchange - Fred S. James & Co. Inc.; 
Loctite Corp; and United States Filter Corp. 





SECURITIES EXCHANGE ACT Ot 7934 
Release No. 13235/ February 2, 1977 
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The Securities and Exchange Commission has issued 
notices giving interested persons until February 13 to 
request a hearing on applications of the following stock 
exchanges for unlisted trading privileges in the common 
stock of the following companies: 


Boston Stock Exchange - Bell Canada; American 
Medical International Inc.; Development Corporation 
of America; Texas Eastern Corp.; United Energy 
Resources, Inc.; Utah Power and Light Co., and 
Varian Associates, Inc. 


Philadelphia Stock Exchange, Inc. - Kewanee Indus- 
tries, Inc. (ordinary voting common stock). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13236/February 2, 1977 


The Securities and Exchange Commission has issued 
orders granting the applications of the following stock 
exchanges to strike from listing and registration the 
specified securities of the following companies: 


Philadelphia Stock Exchange, Inc. - 
Public Service Co., common stock. 


Southeastern 


New York Stock Exchange, Inc. - Sprague Electric 
Co., common stock and 4%% convertible sub- 
ordinated debentures, due 1992. 


American Stock Exchange, Inc. - Valley Metallurgical 
Processing Company, Inc., and The ICB Corp. 





SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 13237/ February 2, 1977 


In the Matter of 

MIDWEST STOCK EXCHANGE, INC. 

120 South LaSalle Street 

Chicago, Illinois 60603 

(SR-MSE-76-19) 

NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE MIDWEST STOCK EXCHANGE, INC. AND 
ORDER APPROVING PROPOSED RULE CHANGE 
Pursuant to Section 19(b)(1) of the Securities Exchange 


Act of 1934, 15 U.S.C. 78(s)(b)(1) (the ‘‘Act’’), as 
amended by Pub. L. No. 94-29, 8 16 (June 4, 1975) 
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notice is hereby given that on September 20, 1976, the 
Midwest Stock Exchange filed with the Commission 
copies of a proposed rule change. The proposed rule 
change would modify the Exchange’s Rule 3 (d)(2) 
relating to margin requirements with respect to put 
options. 


Publication of notice of the proposed rule change is 
expected to be made in the Federal Register during the 
week of February 6, 1977. Interested persons are invited 
to submit written data, views and arguments concern- 
ing the proposed rule change. Persons desiring to make 
written submissions should file, not later than twenty- 
one days after the date of publication, six copies thereof 
with the Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to 
File No. SR-MSR-76-19. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6, and the rules and regulations 
thereunder. 


Further, the Commission finds good cause for approv- 
ing the proposed rule change prior to the thirtieth 
day after the publication of notice of filing thereof. 
Approval of the proposed rule change at this time is 
necessary and appropriate to expedite the establish- 
ment of uniform options margin rules among the 
several options exchanges. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13238/February 2, 1977 


In the Matter of 

NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 

New York, New York 10005 
(SR-NYSE-76-53) 


ORDER APPROVING PROPOSED RULE CHANGE 
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On October 15, 1976, the New York Stock Exchange 
("NYSE") filed with the Commission, pusuant to Sec- 
tion 19(b) of the Securities Exchange Act of 1934, 
(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, 
copies of a proposed rule change. The proposed rule 
change would have rescinded the requirement that 
members obtain prior NYSE approval of advertise- 
ments, radio and television broadcasts and telephone 
market reports. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release (Secur- 
ities Exchange Act Release No. 12919, (October 22, 
1976)) and by publication in the Federal Register (41 
Fed. Reg. 48009 (November 1, 1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the require- 
ments of Section 6 and the rules and regulations there- 
under. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
filed with the Commission on October 15, 1976, be, 
and it hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13239/February 2, 1977 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10005 


(SR-Amex-77-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 17, 1977, the American Stock Exchange 
(‘‘Amex"’) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Acts Amend- 
ments of 1975, and Rule 19b-4 thereunder, copies of a 
proposed rule change. The proposed rule change would 
rescind the requirement that members obtain prior 


Amex approval of advertisements, radio and television 
broadcasts and telephone market reports, unless such 
public communication is subject to a similar pre- 
clearance requirement of the New York Stock 
Exchange. 


Notice of the proposed rule change was given by 
publication of a Commission Release (Securities 
Exchange Act Release No. 13203, (January 25, 1977)) 
and is expected to be given by publication of the terms 
of substance of the proposal in the Federal Register 
during the week of January 31, 1977. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to registered 
national securities exchanges, the requirements of 
Section 6, and the rules and regulations thereunder. 


Further, the Commission finds good cause for approv- 
ing the proposed rule change prior to the thirtieth 
day after the date of publication of notice thereof. The 
Commission has approved a similar rule change filed 
by the New York Stock Exchange (SR-NYSE-76-53, 
Securities Exchange Act Release No. 13238, (February 
2, 1977)) which rescinds similar requirements of that 
Exchange. Absent accelerated approval of this pro- 
posal, the Amex would be required under its rules 
to perform pre-clearance of advertising by its members 
who are also NYSE members. Prior to the rescission, 
regulatory responsibility for such pre-clearance has 
been allocated to the NYSE. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
filed with the Commission on January 17, 1977, be, 
and it hereby is, approved. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13240/ February 3, 1977 


Admin. Proc. File No. 3-5161 

In the Matter of 

JOHN L. HAWKINS & CO., INC. 
(8-15169) 


JOHN LEE HAWKINS 
ELMER F. SIPE 
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ORDER INSTITUTING PROCEEDINGS AND _IM- 
POSING REMEDIAL SANCTIONS 


In connection with a proposed administrative proceed- 
ing, John L. Hawkins & Co., Inc. (‘“ULH Co.”, a 
registered broker-dealer, John Lee Hawkins 
(‘Hawkins’), president, director and principal stock- 
holder of JLH Co., and Elmer F. Sipe (‘Sipe’), 
vice president and treasurer of JLH Co. (‘’Respon- 
dents’’), have submitted offers of settlement, which the 
Commission has determined to accept. Solely for the 
purpose of these proceedings and any other proceed- 
ings pursuant to specified sections of the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’), Securities 
Act of 1933 (‘Securities Act’’), Investment Advisers 
Act of 1940, Investment Company Act of 1940, and 
Securities Investor Protection Act, and without ad- 
mitting or denying the findings herein, respondents 
consent to the finding and sanctions set forth below. 


Accordingly, IT IS ORDERED that proceedings 
pursuant to Section 15(b) of the Exchange Act be, and 
they hereby are, instituted. 


On the basis of the order for proceedings and the 
offers of settlement, it is found that: 


A. JLH Co., Hawkins and Sipe wilfully violated and 
wilfully aided and abetted violations of Sections 5(a) 
and (c) and 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder. 


B. JLH Co. wilfully violated and Hawkins and Sipe 
wilfully aided and abetted violations of Sections 15(c)(3) 
and 17(a) of the Exchange Act and Rules 15c3-1, 
17a-3 and 17a-5 thereunder. 


IV 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of Settle- 
ment. 


Accordingly, IT |S ORDERED that effective at the 
opening of business on the second Monday after the 
date of this Order the registration of John L. Hawkins 
& Co., Inc. (File No. 8-15169) be and it is hereby 
revoked, and itis 


ORDERED, that John Lee Hawkins be and he hereby is 
barred from association with any broker-dealer, invest- 
ment company or investment adviser, effective at the 
opening of business on the second Monday after the 
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date of this Order, and it is further 


ORDERED, that Elmer F. Sipe be and he hereby is 
barred from association with any broker-dealer, invest- 
ment company or investment advisor, effective at the 
opening of business on the second Monday after the 
date of this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13241/February 3, 1977 


TEMPORARY SCHEDULE OF TRANSACTION FEES 
PAYABLE ON OVER-THE-COUNTER SALES OF 
LISTED SECURITIES 


The Securities and Exchange Commission today an- 
nounced the adoption of a Temporary Schedule of 
Transaction Fees Payable on Over-the-Counter Sales of 
Listed Securities (‘“Schedule T’’) to Form X-17A-10 
[17 CFR 249.681] effective immediately. Schedule T 
is designed to assess fees on over-the-counter sales of 
listed securities from broker-dealers mandated by Sec. 
31 of the Act as amended by the Securities Acts 
Amendments of 1975 (‘1975 Act’’). Schedule T con- 
sists of two line items and will be used only for 
calendar year 1976 since it is proposed to be in- 
corporated into the Form X-17A-5 [17 CFR 249.617] 
Income Statement commencing in calendar year 1977." 


Background 


Sec. 31 of the Act was amended by the 1975 Act to 
require for the first time that the Commission collect 
fees on over-the-counter sales of listed securities 
commencing in calendar year 1976. 


Prior to the January 1, 1976 effective date of the 
amendments to Section 31 of the Act,* the payment of 
a transaction fee on the sale of securities was re- 
quired only for transactions effected on a_ national 
securities exchange. In order to ensure ‘‘even-handed 
treatment,’’ however, for transactions in exchange- 
listed securities occurring on national securities 
exchanges and in the over-the-counter market, the 1975 
Act expanded: the scope of Section 31 of the Act to 
encompass transactions in securities registered on any 
national exchange, which transactions are effected 
by a registered broker or dealer otherwise than on such 
an exchange.? 
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Because Sec. 31 of the Act requires the subject fee to 
be assessed for calendar year 1976 it is desirable that a 
Schedule T to Form X-17A-10 [17 CFR 249.618] be 
adopted and declared effective immediately so that its 
distribution and processing may be integrated with the 
other parts of Form X-17A-10 [17 CFR 249.618] for 
calendar year 1976. 


Statutory Basis and Competitive Considerations 


Schedule T to Form X-17A-10 [17 CFR 249.618] is 
adopted as described pursuant to the authority con- 
ferred on the Securities and Exchange Commission by 
the Securities Exchange Act of 1934, particularly 
Sections 17(a), 23(a) and 31 thereof. The Commission 
has determined that Schedule T of Form X-17A-10 
{17 CFR 249.618] imposes no burden on competition 
not necessary or appropriate in furtherance of the pur- 
poses of the Act and is not inconsistent with the 
public interest or the protection of investors. This 
determination is based on the reason that the adopted 
Schedule T imposes a minimal burden for the purpose 
of effectuating the mandate of Section 31 of the Act. 


Waiver of Notice and Procedure 


In view of the specific statutory mandate to collect such 
a transaction fee for calendar year 1976 and the 
imminent distribution to broker-dealers of other parts of 
Form X-17A-10 [17 CFR 249.618] for calendar year 
1976, the Commission for good cause finds that notice 
and public procedure are impracticable, unnecessary, or 
contrary to the public interest. Therefore, effective 
immediately, 17 CFR Part 249 is amended by adding 
Schedule T to 8249.618. 


Place of Filing 


Schedule T need not be initially° filed directly with the 
Commission by those broker-dealers which are mem- 
bers of an exchange or association which has filed an 
appropriate plan declared effective by the Commission 
pursuant to paragraph (b) of Rule 17a-10 [17CFR 
240.17a-10]. The American Stock Exchange, Boston 
Stock Exchange, Chicago Board Options Exchange, 
Midwest Stock Exchange, National Association of 
Securities Dealers, New York Stock Exchange, Pacific 
Stock Exchange, and Philadelphia Stock Exchange 
have plans in effect which will eliminate for their 
firms an initial direct filing requirement with the 
Commission. SECO firms will file directly with the 
Commission. 


Request for Public Comment 


Although Schedule T is temporary for calendar year 
1976 only and requires only 2 line items of information, 
the Commission welcomes any suggestions or com- 
ments which members of the public may wish to make. 


Such comments should be submitted in triplicate on as 
timely a basis as possible and be directed to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. All such com- 
munications should refer to File No. S7-667 and will be 
available for public inspection. 


Availability of Schedule T 

A copy of Schedule T to Form X-17A-10 [17 CFR 
249.618] is attached and further copies thereof may 
be obtained on request from the Securities and 
Exchange Commission, Washington, D.C. 20549. 


(Secs. 17, 23, 31, 48 Stat. 897, 901, 904 (15 U.S.C. 
78q, 78w, 78ee). 


By the Commission. 
February 3, 1977. 


George A. Fitzsimmons 
Secretary 





"See Securities Exchange Act Release No. 13100/ 
December 22, 1976, 42 Fed. Reg. 782 (January 4, 
1977) for proposed modifications to Form X-17A-5 
[17 CFR 249.617] Income Statement; see a/so Secur- 
ities Exchange Act Release No. 12614/July 14, 1976, 
41 Fed. Reg. 30587 (July 26, 1976) in which the 
Commission noted that it was ‘considering making 
minor amendments to SEC Form X-17A-10 to allow for 
the reporting and payment of the fee on an annual 
basis only.”’ 


289 Stat. 170 (1975). 


389 Stat. 162 (1975); See S Rep. No. 9475, 94th 
Cong., ist Sess. 139-40. The text of Section 31 of the 
Act, as amended, is: 


“Every national securities exchange shall pay to the 
Commission on or before March 15 of each calendar 
year a fee in an amount equal to one three- 
hundredths of 1 per centum of the aggregate dollar 
amount of the sales of securities (other than bonds, 
debentures, and other evidences of indebtedness) 
transacted on such national securities exchange 
during each preceding calendar year to which this 
section applies. Every registered broker and dealer 
shall pay to the Commission on or before March 15 
of each calendar year a fee in an amount equal to one 
three-hundredths of 1 per centum of the aggregate 
dollar amount of the sales of securities registered on a 
national securities exchange (other than bonds, 
debentures, and other evidences of indebtedness) 
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Securities and Exchange Commission 


retcue Washington, D.C. 20549 ager nto 
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Name of Broker or Dealer: 


(Same name as reported on Line 1 of the Introduction | 8020 | 
to respondent’s Form X-174-10) 








This Box For SEC Use Only 
PAYMENT RECEIVED 





Form X-17A-10 Schedule T Rete 











Receipt No 
Temporary Schedule Bank No 
(Calendar year 1976 only) Check No. 


of 
Transaction Fees Payable on 
Over-the-Counter Sales of 
Listed Securities 





Date of Check 











1. Aggregate dollar amount of non-exempted OTC 
sales of exchange-listed securities in 1976....++++seeseeees $ 


2. Transaction fee payable on over-the-counter 


SSIRGIOT SECR SCOUEITICS 0655. o81056 «a «. os cok auaeeetncs Mee ee $ 9002 














Instructions 


1 and 2 - If the amount in Item 1 is more than $3 million annually then the 
transaction fee to be reported in Item 2 is 1/300 of 1 percent of the amount 
in Item 1. If the amount in Item 1 is less than $3 million, no fee is payable. 


Report total transaction fees payable to the S.E.C. under SEC. 31 of the 
Securities Exchange Act of 1934 for over-the-counter sales of listed securities 
during the reporting period. Transaction fees on OTC sales of listed securities 
became effective on January 1, 1976. The Commission has exempted some 
OTC sales of listed securities from SEC. 31 fees, and S.E.C. Rule 31-1 should 
be consulted (17 C.F.R. 240.31-1, 41 Fed. Reg. 30588 (July 26, 1976). Sec. 
31 transaction fees for calendar year 1976 are to be paid to the Commission on 
or before March 15, 1977. Actual payment of such fees to the Commission by 
individual brokers and dealers shall be made by personal check, certified check, 
or bank money order payable to the Securities and Exchange Commission, 
omitting the name or title of any official of the Commission. 








ALL BROKER-DEALERS MUST FILE SCHEDULE T WITH THEIR REGULAR 
FORM X-17A-10 SUBMISSION FOR CALENDAR YEAR 1976. IN ADDITION, 
IF A FEE IS DUE, SUBMIT NO LATER THAN MARCH 15, 1977 A CERTIFIED 
CHECK OR BANK MONEY ORDER TOGETHER WITH A COPY OF SCHEDULE T 
TO THE SECURITIES ANB EXCHANGE COMMISSION, WASHINGTON, D,C, 20549. 
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transacted by such broker or dealer otherwise than 
on such an exchange during each preceding calendar 
year: Provided, however, that no payment shall be 
required for any calendar year in which such payment 
would be less than one hundred dollars. The Com- 
mission, by rule, may exempt any sale of securities 
or any class of sales of securities from any fee 
imposed by this section, if the Commission finds 
that such exemption is consistent with the public 
interest, the equal regulation of markets and brokers 
and dealers, and the development of a national 
market system.” 


“5 U.S.C. 553(b)(B) provides that general notice of pro- 
posed rulemaking in the Federal Register is not re- 
quired when the agency for good cause finds that it is 
“impracticable, unnecessary or contrary to the public 
interest.” 5 U.S.C. 553(d)(3) provides that an adopted 
rule becomes effective 30 days after publication except 
“as otherwise provided by the agency for good cause 
found and published with the rule.”’ 


®Although the initial filing of Schedule T, due along with 
the rest of Form X-17A-10 [17 CFR 249.618] 45 days 
after the end of calendar year 1976, will be, in most 
instances, with the self-regulatory organizations, a copy 
of that Schedule T filing along with a certified check 
or bank money order, if a fee is due, must be sub- 
mitted directly to the Commission no later than March 
15, 1977. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13242/February 3, 1977 


Admin. Proc. File No. 3-4667 
In the Matter of 


NORTHROP CORPORATION 
1800 Century Park East 

Century City 

Los Angeles, California 

(1-1550) 


ORDER DISCONTINUING PROCEEDINGS 


The request for confidential treatment that led to the 
initiation of these proceedings having been withdrawn, 
it is on motion of the Commission's Division of 
Corporation Finance. 


ORDERED that these proceedings be, and they hereby 
are, discontinued. 


For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19861/ January 31, 1977 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 


(70-5390) 


SUPPLEMENTAL ORDER AUTHORIZING INCREASE 
IN SHORT-TERM BORROWING AND/OR GUARAN- 
TEES ISSUED IN CONNECTION WITH BORROWING 
BY UNAFFILIATED COAL MINING COMPANY 


Ohio Edison Company (‘Ohio Edison’), an electric 
utility company and a registered holding company, and 
its electric utility subsidiary company, Pennsylvania 
Power Company (‘Penn Power’’), have filed a further 
post-effective amendment to their application- 
declaration, as previously amended, with this Com- 
mission pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (’’Act’’) regarding the 
following proposed transactions. 


Ohio Edison and Penn Power along with Duquesne 
Light Company (‘Duquesne’), the Cleveland Electric 
Illuminating Company and the Toledo Edison Company, 
all unaffiliated with Ohio Edison or Penn Power, have 
entered a joint development program for power genera- 
tion and transmission known as the Central Area Power 
Coordination Group (“CAPCO”). On December 22, 
1969, Ohio Edison, Penn Power and Duquesne, as 
buyers, entered into a 25-year coal supply agreement 
with the North American Coal Corporation, as seller, 
for supplying the coal requirements of a CAPCO 
generating unit and a supplementary agreement to 
develop a new mine also to supply the said unit. 
These agreements were assigned by the seller to its 
wholly-owned subsidiary, Quarto Mining Company 
(“Quarts”’}. On November 30, 1971, the CAPSO 
companies entered into an agreement directly 
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with Quarto to provide for the coal requirements 
of other CAPCO company generating units and 
to provide for additions to the new mine and the 
development of other new mines. 


Ohio Edison and Penn Power previously requested 
authority in this proceeding (1) to make short-term 
borrowings in connection with their normal operations 
and (2) to issue guarantees of borrowings by Quarto 
and the Quarto owner-trustee of up to $166 million 
by Ohio Edison and up to $30 million by Penn Power. 
Upon the basis of statements of estimated expenditures 
and sources of financing for the period covered by the 
application, Ohio Edison and Penn Power were author- 
ized to make such borrowings and/or guarantees in the 
maximum amounts of $125 million and $24 million, 
respectively, through June 30, 1977 (order dated 
July 6, 1976, HCAR No. 19604). 


By further post-effective amendment filed in this pro- 
ceeding, it is stated that as a result of delays in the 
completion of studies relating to the development of the 
Quarto coal mines, there will also be a delay in Quarto’s 
new permanent financing originally planned for early 
1977. It is further stated that since the permanent 
financing has been delayed, there will be an increase in 
the need for Quarto to make short-term borrowings 
early in 1977. Consequently, revised statements of 
estimated expenditures and sources of financing have 
been filed through June 1977, establishing the need for 
Ohio Edison and Penn Power to increase their short- 
term borrowings and/or guarantees to $130 million for 
Ohio Edison and $27 million for Penn Power. Certain 
bank lines of credit will also be changed as a result of 
these increased borrowings and guarantees. 


In no event would the amount of borrowings and 
guarantees outstanding exceed 10% of the aggregate 
of (1) the total principal amount of all bonds or other 
securities representing secured indebtedness issued or 
assumed by the company presently outstanding and (2) 
the present aggregate of the par value of, or stated 
Capital represented by, the outstanding shares of all 
classes of stock and of the surplus of such company, 
paid in, earned and other, if any. The amount of 
permissible unsecured indebtedness under the com- 
panies’ charters is in each case similarly restricted. 


The Pennsylvania Public Utility Commission has author- 
ized the increase in the Ohio Edison and Penn Power 
borrowings and/or guarantees. No other state or 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. Fees and 
expenses to be incurred in connection with the pro- 
posed increase consist of legal fees of $320 for Ohio 
Edison and $180 for Penn Power. 
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Upon the basis of the facts in the record, as amended 
by said post-effective amendment, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and con- 
sumers that said application-declaration, as further 
amended by said post-effective amendment, be granted 
and permitted to become effective: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as further amended by said post-effective 
amendment, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19862/February 2, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5801/February 2, 1977 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19863/ February 1, 1977 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P.O. Box 1631 
Wilmington, Delaware 19899 


TRANSOK PIPE LINE COMPANY 
P.O. Box 3008 
Tulsa, Oklahoma 74101 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P.O. Box 201 
Tulsa, Oklahoma 74102 


(70-5736) 
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NOTICE OF PROPOSED ACQUISITION OF INTER- 
ESTS IN COAL AND LIGNITE ACQUISITION AND 
DEVELOPMENT PROJECTS 


NOTICE IS HEREBY GIVEN that Central and South 
West Corporation (“CSW”), a registered holding 
company, Public Service Company of Oklahoma 
(“PSO”), a CSW subsidiary electric utility company, 
and Transok Pipe Line Company (Transok’’), sub- 
sidiary pipe line company of PSO, have filed a post- 
effective amendment to their application-declaration, 
previously filed with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(“‘Act’’), designating Sections 6(a), 7, 9, 10 and 12(f) 
of the Act and Rules 43 and 100 promulgated there- 
under as applicable to the proposed transaction. All 
interested persons are referred to the application- 
declaration, as amended by said _post-effective 
amendment, which is summarized below, for a com- 
plete statement of the proposed transaction. 


By order dated June 14, 1976 (HCAR No. 19572) 
issued in this proceeding, PSO and Transok were 
authoftized to acquire various interests relating to fuel 
exploration and development activities through 
December 31, 1977. PSO and Transok were authorized 
to spend a total of $50,816,300 for such activities, 
including $10,607,500 for fuel exploration, $770,000 for 
property acquisition, $31,438,800 for fuel resources 
development and $8,000,000 then unallocated. 


The prior order issued in this proceeding did not 
contemplate or authorize the conduct of coal and 
lignite exploration and development activities by PSO 
and Transok as a part of their fuel exploration and 
development program. It is now proposed that the 
program be expanded to include such coal and lignite 
projects. The budget limitations for the fuel activities 
are not proposed to be changed from the amounts 
authorized in the prior order. 


PSO states that it has entered into four joint ventures 
in east Texas with the other CSW operating utility 
subsidiaries for the exploration and development of 
lignite resources. PSO has an undivided 10% interest 
as a tenant in common in the ventures. Through 
September 30, 1976, PSO had acquired 11,079 net 
acres and PSO had spent $552,472 on the ventures. 
PSO states that it has also spent $40,586 on a project 
in Southern Arkansas which has been terminated. PSO 
expects to spend approximately $869,000 during 1977 
to acquire interests in these ventures. 


It is stated that no state or federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. Fees and expenses to be incurred 
in connection with the proposed transaction are 
estimated to consist of legal fees of $100. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 28, 1977, request in writ- 
ing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration, as further amended by said post-effective 
amendment, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicants-declarants at the above-stated addres- 
ses, and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as further amended by said post-effective 
amendment, or as it may be further amended, may be 
granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exception from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate 
Regulations, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19864/February 1, 1977 


In the Matter of 


ARKANSAS-MISSOURI POWER COMPANY 
ASSOCIATED NATURAL GAS COMPANY 
Blytheville, Arkansas 


(70-5902) 


ORDER AUTHORIZING SUBSIDIARY UTILITY COM- 
PANIES TO NEGOTIATE PRIVATE PLACEMENT OF 
FIRST MORTGAGE BONDS; RESERVATION OF 
JURISDICTION 


Arkansas-Missouri Power Company (‘‘Ark-Mo’’), a sub- 
sidiary holding company of Middle South Utilities, Inc. 
(‘‘Middle South’’), a registered holdirig -mpany, and 
Ark-Mo’'s subsidiary gas utility company, Associated 
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Natural Gas Company (‘Associated’’), have filed a joint 
application-declaration and an amendment thereto pur- 
suant to Sections 6 and 7 of the Public Utility 
Holding Company Act of 1935 ("Act’’) and Rule 
50(a)(5) promulgated thereunder as applicable to the 
following proposed transactions. 


Ark-Mo and Associated propose to issue and sell, in 
private negotiated sales, $4.5 million and $8 million of 
their first mortgage bonds, respectively. The financings 
will raise a part of the funds needed by Ark-Mo to 
retire short-term debt, to purchase additional common 
stock and a subordinated note from Associated, and to 
meet its long-term debt obligations. Associated will 
use the proceeds from the sale of its first mortgage 
bonds, together with funds from other sources, to 
purchase Ark-Mo’s gas utility properties. The terms and 
conditions of the first mortgage bonds to be sold by 
Ark-Mo and Associated will be the subject of an 
amendment to this application. All other transactions 
referred to above which require Commission approval 
will be the subject of a supplemental application in this 
proceeding. 


Ark-Mo and Associated request exceptions from the 
competitive bidding requirements of Rule 50 under 
clause (a)(5) thereof in order to place their first 
mortgage bonds in a negotiated private sale. They note 
that each is a relatively small public utility company, 
that neither has used competitive bidding procedures 
in selling their securities since 1944, and that all of 
their outstanding long-term debt securities are privately 
held. They concluded that the competitive bidding 
requirements of Rule 50 would not be conducive to 
a successful sale of their debt securities. 


Due notice of the filing of said application-declaration, 
as amended, has been given in the manner prescribed 
in Rule 23 promulgated under the Act (HCAR No. 
19841), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, 
be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT 1S FURTHER ORDERED that jurisdiction be, and it 


hereby is, reserved with respect to the terms and 
conditions of the first mortgage bonds and the fees 
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and expenses to be incurred by Ark-Mo and Associated 
in connection with the placement of the bonds. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19865/February 1, 1977 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


(70-5950) 


ORDER AUTHORIZING AMENDMENT OF CHARTER 
AND SOLICITATION OF PROXIES 


The Columbia Gas System, Inc. (’’Columbia’’), a 
registered holding company, has filed a declaration with 
this Commission pursuant to Sections 6(a) and 7 of the ° 
Public Utility Holding Company Act of 1935 (‘’Act’’) and 
Rules 62 and 65 promulgated thereunder regarding the 
following proposed transactions. 


The declaration states that since March 1971 Citibank 
N.A., New York, N.Y., has been administering, as 
agent, a Dividend Reinvestment Plan (‘Plan’) available 
to a Columbia common stockholder. Dividends and 
optional cash payments of participating stockholders 
have been reinvested through the purchase of common 
stock of Columbia by Citibank in the open market. The 
approximately 13,000 shareholders currently par- 
ticipating in the Plan acquired 91,284 shares of 
Columbia common stock in the calendar year 1975 
through dividend reinvestment of $2,032,216 and 
optional cash payments of $289,395. 


In the present filing Columbia seeks authorization to 
amend its Certificate of Incorporation, as amended, 
(‘Charter’) to except from the preemptive rights pro- 
visions of the Charter the issuance of Columbia 
common stock to stockholders pursuant to stockholder 
dividend reinvestment plans. At the annual meeting of 
Columbia shareholders scheduled for April 15, 1977, 
stockholders will be asked to approve the proposed 
amendment, and Columbia proposes to solicit proxies 
in connection therewith. The affirmative vote of the 
holders of at least a majority of the outstanding 
shares of common stock is required for the adoption 
of said amendment of the Charter. 
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It is stated that, subject to further Commission author- 
ization, Columbia intends to sell from time to time to 
Citibank for the Plan sufficient authorized but unissued 
shares of common stock for the reinvestment of divi- 
dends and investment of optional cash payments made 
under the Plan. Stockholders participating in the Plan 
would benefit to the extent that brokerage commissions 
on shares being bought by Citibank on the open market 
would be eliminated, and it is the intention of Columbia 
to absorb the agent's service charges. Columbia will 
benefit since it expects that large expenditures for gas 
supply planned for the future will necessitate the raising 
of large amounts of capital and the issuance of stock 
pursuant to the Plan will assist in maintaining the 
position of equity capital to debt capital required by 
Columbia’s indentures by providing Columbia with 
another source of common equity capital. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. 


Due notice of the filing of the declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19842), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said declaration be permitted to become 
effective: 


IT |S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19866/ February 1, 1977 


In the Matter of 


GULF POWER COMPANY 
75 North Pace Boulevard 
P.O. Box 1151 

Pensacola, Florida 02520 


(70-5953) 


ORDER AUTHORIZING PROPOSED ISSUANCE AND 
SALE OF PREFERRED STOCK AT COMPETITIVE 
BIDDING; RESERVATION OF JURISDICTION 


Gulf Power Company (‘Gulf’), a public utility sub- 
sidiary company of The Southern Company 
(“Southern’’), a registered holding company, has filed a 
declaration and amendments thereto with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 ("’Act’’) designating Sections 6(a) and 7 
of the Act and Rule 50 promulgated thereunder regard- 
ing the following proposed transaction. 


Gulf proposes in February 1977, to issue up to 150,000 
shares of its preferred stock, par value $100 per share 
(the ‘‘new Preferred Stock’’) and to sell such securities 
at competitive bidding for the best price obtainable but 
for a price to Gulf of not less than $100 per share nor 
more than $102.75 per share, which shall also be the 
public offering price of such shares. In addition, 
Gulf proposes to pay to the purchasers of the shares 
of the new Preferred Stock compensation for their 
services in purchasing and making a public offering of 
such shares. Gulf states that it may, if it deems it 
desirable to do so, make provisions for a cumulative 
sinking fund for the benefit of the new Preferred 
Stock which would retire not more than 5% annually 
of the number of shares initially issued, commencing 
five years after the sale, with the non-cumulative option 
on any sinking fund date commencing five years or 
later after the sale of redeeming an additional like 
number of shares. 


Gulf proposes to use the proceeds from the sale of the 
new Preferred Stock together with (1) $16,000,000 of 
additional equity funds from Southern during 1977; (2) 
$2,700,000 provided through the issuance of pollution 
control revenue bonds by public authorities for con- 
struction of certain pollution control facilities; (3) 
$9,838,000 expected to be accumulated from usual 
internal sources; and (4) proceeds of up to $50,000,000 
principal amount of first mortgage bonds presently 
planned to be issued and sold later in 1977 as pro- 
posed in the notice of the present declaration (HCAR 
No. 19843), to finance its 1977 construction program, 
to pay all or a portion of short-term notes payable in 
the form of bank notes and commercial paper notes 
incurred for such purpose. 


The total construction expenditures of Gu!f during 1977 
are estimated at $74,538,000. Gulf estimates that no 
additional financing will be required for construction 
purposes during 1977 except for the issuance of short- 
term notes payable to be made after the sale of the 
new Preferred Stock. It is estimated that $26,350,000 
of such short-term notes payable will be outstanding 
at January 31, 1977. 
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At least six days prior to entering into any contract or 
agreement for the issuance or sale of the new Preferred 
Stock, Gulf will publicly invite sealed written proposals 
for the purchase or underwriting of the new Preferred 
Stock. 


The fees and expenses to be incurred in connection 
with the sale of the new Preferred Stock are estimated 
at $75,000 including legal fees of $15,000 and ac- 
countant fees of $6,000. The Florida Public Service 
Commission has authorized the issuance and sale of the 
new Preferred Stock. It is stated that no other State or 
Federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19843), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended, be per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT 1S FURTHER ORDERED, that jurisdiction be, and the 
same hereby is, reserved as to the proposed issuance 
and sale of $50,000,000 principal amount of first 
mortgage bonds as to which the record is not yet 
complete. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 












PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19867/February 2, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5802/February 2, 1977 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19868/February 2, 1977 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 19899 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 78403 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71156 


(70-5955) 


ORDER APPROVING PROPOSED CAPITAL CON- 
TRIBUTIONS BY HOLDING COMPANY TO SUB- 
SIDIARIES 


Central and South West Corporation (“CSW”), a 
registered holding company and Central Power and 
Light Company, (“CPL”), Public Service company of 
Oklahoma (‘‘PSO”’) and Southwestern Power Company 
(‘““SWEPCo”), all wholly-owned subsidiaries of CSW, 
have filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 
6(a), 7, 9, 10, 12(c) and 12(f) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’) and Rules 43 
and 45, promulgated thereunder regarding the following 
proposed transaction. 


CSW proposes to make capital contributions to three 
of its wholly-owned subsidiaries, CP&L, PSO and 
SWEPCo, in the following amounts: 


CP&L $40,000,000 
PSO 30,000,000 
SWEPCo 10,000,000 
Total $80,000,000 






The full amount of the capital contribution to each 
subsidiary will be added to its common stock stated 
Capital account. 





To the extent that CP&L, PSO and SWEPCo have 
short-term borrowings from CSW outstanding at the 
date or dates the capital contributions are made, such 
borrowings will be cancelled by CSW in lieu of pay- 
ment of the contribution in cash. To the extent the 
contributions exceed such borrowings, payment of the 
contributions will be made in cash. Short-term bor- 
rowing from CSW at December 31, 1976 and estimated 
at January 31, 1977 are as follows: 
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December 31, 1976 January 31, 1977 


CP&L $14,660,000 $28,560,000 
PSO --- 4,000,000 
SWEPCo 16,000,000 19,500,000 


The Capital contributions will provide 4 portion of the 
funds required for the respective companies’ 1977 
construction and fuel exploration and development 
expenditures, which are presently estimated as follows: 


CP&L PSO SWEPCo 
Generation $181,846,000 $ 91,025,000 $ 61,925,000 
Transmission 10,593,000 19,238,000 22,449,000 
Distribution 
and other 
plant 19,237,000 24,751,000 15,186,000 
Fuel explora- 
tion and 
development 9,132,000 9,668,000 12,617,000 





Total $220,808,000 $144,682,000 $112,177,000 


The funds generated from the capital contributions will 
be utilized to pay the cost of facilities which would 
be needed to provide service to the customers of the 
company involved even if such company were not part 
of the Central and South West System. No expend- 
itures will be made by CP&L, PSO or SWEPCo for 
the construction or acquisition of any facility not so 
necessary prior to the time that all funds covered by 
this application-declaration have been expended. 


No state commission and no federal commission, 
other than this Commission, has any jurisdiction with 
respect to the proposed transaction. The fees and 
expenses to be incurred in connection with the pro- 
posed transaction are estimated at $2,550, including 
legal fees of $500. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19837), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that the application-declara- 
tion, be granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19869/ February 2, 1977 


In the Matter of 


THE SOUTHERN COMPANY 
64 Perimeter Center East 

P.O. Box 720071 

Atlanta, Georgia 30346 


(70-5963) 


NOTICE OF PROPOSED AMENDMENTS OF CERTI- 
FICATE OF INCORPORATION AND SOLICITATION 
OF PROXIES IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that The Southern 
Company (‘‘Southern’’), a registered holding company, 
has filed a declaration with this Commission designating 
Sections 6(a), 7, and 12(e) of the Public Utility Holding 
Company Act of 1935 ("‘Act’’) and Rule 62 promulgated 
thereunder as applicable to the following proposed 
transactions. All interested persons are referred to the 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


Southern’s Certificate of Incorporation presently 
authorizes the issuance of 150,000,000 shares of 
common stock of which 122,806,633 shares are cur- 
rently issued and outstanding. Southern proposes to 
amend its Certificate of Incorporation to increase the 
number of authorized shares of common stock from 
150,000,000 shares to 185,000,000 shares to provide a 
reasonable amount of authorized but unissued shares of 
common stock to be used for financing additional 
common equity capital requirements of Southern’s 
subsidiaries and for general corporate purposes, 
including investments by stockholders under the cor- 
poration’s dividend reinvestment and stock purchase 
plans. It is stated that during the three-year period 
1974 through 1976 Southern was required to issue and 
sell 41,577,133 shares of common stock in order to 
provide to its subsidiary companies the additional 
common equity portion of the capital needed to finance 
their construction programs required to service their 
rapidly developing business. Southern has no present 
plans for the issuance of any shares of its common 
stock other than for cash. 
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Southern also proposes to amend its Certificate of 
Incorporation so as to add to the exceptions from 
preemptive rights: (1) sales to security holders of the 
company or of any subsidiary pursuant to a dividend 
reinvestment and/or stock purchase or similar plan and 
(2) stock sold to employees of the company or any 
subsidiary, or to a trust for their benefit, pursuant to a 
thrift, savings, employee stock ownership, pension, 
or other employee benefit plan. The purpose of this 
proposed amendment is to facilitate the sale by 
Southern of shares of its common stock pursuant to 
one or more of the types of plans referred to. By 
expanding the potential market for its shares, the 
corporation would thus be able to obtain necessary 
and desirable additional equity capital at prices related 
to current market values of shares of its common stock 
without payment of underwriting discounts or com- 
missions. !t is stated that this is in the best interests 
of the corporation and its stockholders. 


Southern intends to submit the proposed amendments 
to its stockholders for consideration and vote at its 
1977 annual meeting to be held on May 25, 1977. The 
favorable vote of a majority of the outstanding shares 
of common stock is necessary for the adoption of the 
amendments increasing the number of authorized 
shares. The adoption of the amendments relating to 
preemptive rights requires the favorable vote of at least 
two-thirds of the outstanding shares of the common 
stock of the company. Southern proposes to solicit 
proxies from its common stockholders in  con- 
nection with the proposed amendments. 


The fees and expenses to be incurred in connection 
with the proposed transactions are to be supplied by 
amendment. It is stated that no State commission and 
no Federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 28, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as pro- 
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vided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19870/February 3, 1977 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 

COLUMBIA GAS OF OHIO, INC. 

COLUMBIA GAS OF WEST VIRGINIA, INC. 

COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF PENNSYLVANIA, INC. 

COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 

COLUMBIA HYDROCARBON CORPORATION 

THE INLAND GAS COMPANY, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA LTD. 

COLUMBIA COAL GASIFICATION CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 

COLUMBIA GAS SYSTEM SERVICE CORPORATION 

COLUMBIA GULF TRANSMISSION COMPANY 

COLUMBIA ALASKAN GAS TRANSMISSION 
CORPORATION 


(70-5760) 


ORDER RELEASING JURISDICTION OVER ALLOCA- 
TION OF CONSOLIDATED TAX LIABILITY FOR 
TAXABLE YEAR 1976 BY METHOD OTHER THAN 
PRESCRIBED BY RULE 45(b)(6) 


By order dated February 18, 1976 (HCAR No. 19393) 
the Commission authorized The Columbia Gas System, 
Inc. (“Columbia’’), a registered holding company, and 
its subsidiary companies named above, to allocate the 
system's consolidated Federal income tax liability for 
1975 by a method other than prescribed under Rule 
45(b)(6), promulgated under Section 12 of the Public 
Utility Holding Company Act of 1935 (‘Act’). The 
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Commission reserved jurisdiction over Columbia's pro- 
posal to allocate the group’s tax liability by the same 
method for taxable year 1976. Columbia and its sub- 
sidiaries have now filed a post-effective amendment 
to their previously amended joint-declaration requesting 
that jurisdiction be released with respect to taxable 
year 1976. 


The major part of the exploration and development 
activities within the columbia system are centered in 
three of its nonutility subsidiaries, Columbia Gas 
Development Corporation (‘’‘Development U.S."’), 
Columbia Gas Development of Canada Ltd. 
(‘‘Development Canada’’) and Columbia Coal Gasifi- 
cation Corporation (‘Coal Gasification’). Each of these 
companies incurs substantial tax losses in connection 
with their activities. For 1975, Columbia was authorized 
to allocate Federal tax liability in such a manner that 
the consolidated tax savings attributable to these opera- 
ting losses were remitted to the three companies to 
partially finance their development programs. Columbia 
has withdrawn its request to specially allocate the 
consolidated tax liability for Coal Gasification for taxable 
year 1976, but proposes to remit the consolidated 
tax savings attributable to the losses of Development 
U.S. and Development Canada to those companies in 
the manner previously authorized. 


The combined expenditures by Development U.S. and 
Development Canada for exploration and for develop- 
ment and/or research during 1976 totaled $57,000,000. 
It is stated that the proven developed reserves at 
yearend for Development U.S. were 302,174 MMCF at 
a cost of 33¢ per Mcf for the period ended June 30, 
1976, and_at a cost based upon revenues for the 
balance of the year. Development Canada had proven 
and probable reserves of 81,599 MMCF at 26¢ per 
Mcf for the same period. It is estimated that these 
companies will have an estimated aggregate tax loss of 
$23,000,000 for 1976. 


The additional fees incurred in connection with the 
post-effective amendment total $1,500. 


Upon the basis of the facts in the record, amended 
as above indicated, it is hereby found that the 
applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that the jurisdiction heretofore reserved be released: 


IT IS ORDERED that the jurisdiction heretofore 
reserved with respect to the allocation of consolidated 
Federal income tax liability for 1976 be, and it hereby 
is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19871/February 3, 1977 


In the Matter of 


MASSACHUSETTS ELECTRIC COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


NOTICE OF PROPOSED REDEMPTION OF ONE 
SERIES OF PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that Massachusetts Electric 
Company (‘’Mass Electric’) an electric utility sub- 
sidiary company of New England Electric System, a 
registered holding company, has filed a declaration with 
this Commission pursuant to the Public Utility Holding 
Company Act of 1935 (’‘Act’’) designating Section 
12(c) of the Act and Rule 42(a) promulgated there- 
under as applicable to the proposed transaction. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


Mass Electric proposes to redeem the 100,000 shares of 
its authorized and outstanding 9.44% series preferred 
stock (‘9.44% preferred’). The redemption will be at 
the currently applicable redemption price of $108.59 
per share together with dividends accrued to the date 
of redemption. 


Funds required for the redemption are to be obtained 
from cash on hand and temporary cash investments. 
It is stated that Mass Electric presently has cash 
exceeding its needs for immediate operating expenses, 
minor contingencies and compensating bank balances. 
It is also stated that it is not expected that Mass 
Electric will have to undertake any permanent financing 
within the next four or five years. Two reasons are 
stated to account for these circumstances: (1) Mass 
Electric’s construction has been substantially reduced 
from its previous level as a result in a slowdown in 
load growth for the geographic area being served and 
(2) Mass Electric has changed from bi-monthly to 
monthly billing of its residential and small commercial 
and industrial customers. 


Mass Electric states that by redeeming the 9.44% 
preferred, cumulative cash saved during the four year 
period from 1977 to 1981 (at which time it is estimated 
that Mass Electric will need to reissue preferred stock) 
will total approximately $2,700,000. This saving repre- 
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sents the difference between annual dividends on the 
9.44% preferred over the next four years ($3,776,000) 
and the sum of the redemption premium ($859,000) 
together with expenses of the call of the 9.44% 
preferred and costs of issuing preferred stock in 1981. 


At November 30, 1976, the capitalization of Mass 
Electric, actual and pro forma (adjusted to give effect 
to the proposed redemption of the 9.44% preferred) 
was as follows: 


(ooo) 





Actual % ProForma % 
Common Stock* $132,172 32.2 $131,306 32.9 
Preferred Stock $ 60,000 14.6 $ 50,000 12.5 
First Mortgage 
Bonds $218,300 53.2 $218,300 54.6 
Total Capitalization $410,472 100.0 $399,606 


100.0 


*Including premium on capital stock and retained 
earnings io be reduced by $3,000 and $863,000, 
respectively upon redemption of the 9.4% preferred. 


It is stated that no state or federal commission, other 
than this Commission, had jurisdiction over the pro- 
posed transaction. Fees and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $2,000. In addition, New England Power 
Service company will provide certain services at cost, 
such cost being estimated not to exceed $4,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February-22, 1977, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
declarant at the above-stated address and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At 
any time after said date, the declaration, as filed, or as 
it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing 
is ordered will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
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ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 453/February 2, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5802/February 2, 1977 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9623/ January 31, 1977 


In the Matter of 


ADVANCE INVESTORS CORPORATION 
626 Lexington Avenue 
New York, New York 10022 


(811-2293) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY. 


On December 15, 1976, a notice was issued (Investment 
Company Act Release No. 9573) of an application filed 
on October 20, 1976, on behalf of Advance Investors 
Corporation (‘‘Applicant’’), registered under the Invest- 
ment Company Act of 1940 (the ‘’Act’’) as a closed- 
end, diversified management company, for an order of 
the Commission declaring that Applicant has ceased 
to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request for a 
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hearing has been filed and the Commission has not 
ordered a hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Advance Investors Corporation 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9624/February 1, 1977 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13225/ February 1, 1977 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9625/ February 1, 1977 


In the Matter of 


PARCO MANAGERS CORPORATION 
Room 745 

643 West 43rd Street 

New York, New York 10036 


and 


UNITED PARCEL SERVICE OF AMERICA, INC. 
Greenwich, Office Park 5 
Greenwich, Connecticut 06830 


(812-3730) 
(813-43) 


NOTICE OF AND ORDER FOR HEARING ON AN 
APPLICATION FOR AN ORDER PURSUANT TO 
SECTIONS 6(b) AND 6(c) OF THE ACT FOR EXEMP- 
TION FROM SECTIONS 2(a)(13), 10(a), 16(a), 17(a), 
(d) AND (f), 18(a), (c) AND (i), 19(b), 20(a), 23(b) 
AND (c) AND 30(a), (b) AND (d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Parco Managers 
Corporation (‘Parco’) and United Parcel Service of 
America, Inc. (“UPS”) (collectively, ‘“Applicants’’), 
filed an application on November 27, 1974, and amend- 
ments thereto on January 16, 1976, June 25, 1976, 
and December 3, 1976, pursuant to Section 6(b) and 
6ic) of the Investment Company Act of 1940 (the 
Act’) for an order exempting Parco from Sections 
2(a)(13), 10(a), 16(a), 17(a), (d) and (f), 18(a), (c) and 
(i), 19(b), 20(a), 23(b) and (c), and 30(a), (b) and (d) 
of the Act as conditioned in the application, so that 
Parco may register under the Act and make a public 
offering as described therein. All interested persons are 
referred to the application, as amended, on file with the 
Commission for a statement of the representations 
made therein, which are summarized below. 


Parco is in the business of investing in UPS capital 
stock. It owns no securities other than such UPS stock 
and prime short-term debt securities. Parco was organ- 
ized to afford certain key managerial UPS employees 
the opportunity for increased ownership interest in 
UPS. Parco has issued three outstanding classes of 
stock. All of the common stock is owned by UPS 
managerial employees, and all of the Class A stock, 
par value $10 and callable at $10.30, yielding 6% 
(issued as dividends on the common), is owned by 
UPS employees and former employees. All of the 
outstanding preferred stock, par value $100 and callable 
at $102.50, yielding 7%, has been issued and sold to 
UPS at par value, and, in turn, has been donated 
by UPS to charitable institutions. 


Parco represents that it does not have more than 100 
shareowners and is not making, nor without an order 
under the Act would it propose to make, a public 
offering of its stock. However, if the order requested is 
granted, Applicants intend to register stock of Parco 
under the Securities Act of 1933 and to offer additional 
selected UPS employees, but in any event not more 
than 1% of all UPS employees, the opportunity to 
purchase Parco common stock. 


UPS, a corporation registered under Section 12(g) of 
the Securities Exchange Act of 1934, through its 
wholly owned subsidiary companies is engaged in 
providing specialized transportation _ services, 
principally the delivery of small packages and parcels 
throughout most of the United States, primarily as a 
common carrier. UPS is the largest parcel delivery 
service in the United States and employs approximately 
80,000 people. Approximately, 99.3% of UPS’ out- 
standing capital stock is owned by or for the benefit 
of UPS employees, former employees, their estates 
and families, and donees and charitable foundations 
established by the founder of UPS and members of his 
family. 


UPS capital stock is not traded on a national securities 
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exchange or in the organized over-the-counter market. 
Most purchases of UPS capital stock have been by 
UPS itself, and most of the shares purchased have 
been distributed to managerial employees as incentive 
awards under the UPS Managers Incentive Plan. UPS 
periodically notifies its shareowners of its wilingness 
to purchase shares of its capital stock at prices 
determined by the Board of Directors. In determining 
the prices, the Board has considered a variety of 
factors, including past and current earnings and pro- 
spective earnings estimates, the ratio of UPS capital 
stock to the debt of UPS, other factors affecting the 
business and outlook of UPS and general economic 
conditions, as well as opinions furnished from time to 
time by Citibank N.A. of New York and by Scudder, 
Stevens & Clark, a New York firm of registered 
investment advisers, as to the value of UPS shares. 


Applicants represent that UPS annually selects the UPS 
employees to whom offers of Parco common stock will 
be made. UPS also determines the amount of Parco 
preferred stock which it will purchase. As of December 
31, 1975, for each dollar of Parco common stock, UPS 
has invested $19.49 in Parco through the purchase of 
preferred stock. Applicants submit that substantially all 
of the proceeds from the sale of the Parco common 
and preferred stock have been used by Parco to 
purchase shares of UPS capital stock and to supple- 
ment funds used for the payment of cash dividends 
on the preferred and Class A stock. The price of such 
UPS stock is determined as described above. Because 
Parco preferred stock has a fixed yield, Parco common 
stock appreciates (and depreciates) at a greater rate 
than the UPS stock itself. Applicants represent that 
the issuance of senior securities by Parco does not 
increase unduly the speculative character of Parco 
common stock but it permits increased identification 
of the interests of these UPS employees with those of 
UPS. 


UPS and Parco seek an exemption for Parco, pursuant 
to Section 6(c), from Section 2(a)(13) of the Act to 
permit consideration of its other requests for exemption 
as if it were an employees’ securities company. Section 
2(a)(13) of the Act defines ‘employees’ securities 
company” to include “‘any investment company or 
similar issuer all of the outstanding securities of which 
(other than short-term paper) are beneficially owned (a) 
by the employees . . . of a single employer or of 
two or more employers each of which is an affiliated 
company of the other, (B) by former employees of 
such employer or employers, (C) by members of the 
immediate family of such employees . . . or former 
employees, (D) by any two or more of the foregoing 
classes of persons, or (E) by such employer or 
employers together with any one or more of the fore- 
going classes of persons.”’ Applicants state that the 
only disqualification from meeting the standards of 
Section 2(a)(13) is based on the fact that Parco’s 
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preferred stock is held by certain charitable donees after 
it is purchased by the employer of its other share- 
holders. 


Parco and UPS have also requested that, pursuant to 
Section 6(b) of the Act, or alternatively pursuant to 
Section 6(c) of the Act, the Commission exempt Parco 
as an employees’ securities company from those 
sections of the Act enumerated in the first paragraph 
hereinabove. Section 6(b) of the Act provides that 
“upon application by any employees’ security (sic) 
company, tha Commission shall by order exempt 
such company from the provisions of [the Act 
and of the rules and regulations [t]hereunder, of 
investors. In determining the provisions to which such 
an order of exemption shall apply, the Commission 
shall give due weight, among other things, to the form 
of organization and the capital structure of such 
company, the persons by whom its voting securities, 
evidences of indebtedness, and other securities are 
owned and controlled, the prices at which securities 
issued by such company are sold and the sales 
load thereon, the disposition of the proceeds of such 
sales, the. character of the securities in which such 
proceeds are invested, and any relationship between 
such company and the issuer of any such security.” 
Section 6(c) of the Act provides that the Commission 
by order upon application, may conditionally or un- 
conditionally exempt any person, security or transaction 
from any provision of the Act, if and to the ‘extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


Applicants assert that those sections of the Act from 
which exemption is sought would be significant im- 
pediments to the functioning of Parco, and, therefore, 
would deprive UPS managerial and supervisory 
employees of the benefits of stock ownership in Parco. 
Parco and UPS further believe that the Act was not 
intended for the regulation of a company such as Parco, 
whose securities are owned almost entirely by persons 
holding important managerial positions in UPS, in 
whose equity securities Parco invests. 


Section 10(a) of the Act provides that no registered 
investment company may have a board of directors 
of which more than 6% of the members are interested 
persons of such company. Parco’s board consists of 
three directors, each of whom is a UPS officer or 
employee so that Parco may be deemed not to comply 
with Section 10(a) of the Act. Applicants assert, how- 
ever, that compliance with Section 10(a) would require 
that Parco’s board no longer be representative of its 
shareholders. 


Section 16(a) of the Act provides, in pertinent part, 
that no person shall serve as a director of a registered 
investment company unless elected by shareholders, 
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except that vacancies occurring between meetings can 
be filled in any otherwise legal manner if immediately 
following such appointment at least two thirds of the 
directors shall have been elected; and that if at any time 
less than a majority of the directors have been elected 
by a vote of shareholders, a special meeting must be 
held within 60 days to fill existing vacancies. Applicants 
state that Parco’s intention is to continue to have a 
board of directors comprised of UPS employees or 
Parco shareholders. They further state that the expense 
of holding a special meeting to fill interim vacancies 
on Parco’s board is unjustified. 


Section 17(a) of the Act, in pertinent part, provides 
that it is unlawful for any affiliated person of a 
registered investment company or any affiliated person 
of such a person, acting as principal, knowingly to sell 
any security or other property to such registered 
company or knowingly to purchase from such 
registered company any security or other property; 
Section 17(b) provides that an application may be filed 
for an order of exemption from such prohibitions. 
Section 17(d) of the Act and Rule 17d-1 thereunder, 
in petinent part, provide that no affiliated person of a 
registered investment company, or any affiliated person 
of such a person, acting as principal, shall participate 
in or effect any transaction in connection with any 
joint enterprise or other joint arrangement or profit 
sharing plan in which such registered company is a 
participant, unless an application has been filed, 
and an order granted, which permits such transaction. 


Because of the control of Parco by UPS, Applicants 
may be deemed to be affiliated persons of each other 
as defined in Section 2(a)(3) of the Act, and most Parco 
shareholders may be deemed to be affiliated persons, 
or affiliated persons of affiliated persons, of Parco and 
UPS. Accordingly, Applicants request that the follow- 
ing transactions be exempted from Section 17(a) of the 
Act: (1) sales by UPS to Parco of UPS capital stock 
(at prices no greater than the price at which UPS is, 
at such times, offering to purchase such stock from its 
shareholders); (2) purchases by UPS from Parco of UPS 
capital stock (at prices at which UPS is at such times 
offering to purchase such stock from its shareholders); 
and (3) continuation of the option granted by Parco 
to UPS to purchase, at UPS's discretion, the shares 
of UPS owned by Parco (at prices which UPS is 
offering, at such times, to purchase its stock from its 
shareholders). 


Because of the aforementioned relationship, Applicants 
also request permission to engage in the following 
transactions to the extent that they might be deemed 
to be prohibited by Section 17(d) of the Act: (1) 
transactions for which exemption is sought from 
Section 17(a) hereunder; (2) the voting of shares of 
UPS owned by Parco, any affiliate of Parco, or any 
affiliate of UPS; (3) sales by Parco of its preferred 


stock to UPS (at a price equal to its par value); 
(4) sales by Parco of its common stock to persons 
affiliated with Parco or UPS (at the net asset value of 
such stock); (5) redemption by Parco of Parco pre- 
ferred and Class A‘stock owned by UPS or persons 
affiliated with UPS or Parco (at the respective redemp- 
tion prices thereof); and (6) purchases by Parco of its 
common stock from persons affiliated with Parco or 
UPS (at the net asset value of such stock). 


Applicants assert that although Section 17(b) of the Act 
and Rule 17d-1 under the Act provide bases upon 
which orders relieving Applicants from the prohibitions 
of Section 17(a) and (d) may be granted, it would be 
impractical to file an application each time such a 
transaction was proposed. Such transactions are all in 
the ordinary course of business for Parco and UPS. 
Moreover, the prices of UPS stock for these transac- 
tions are established by the UPS board in the manner 
described above for purposes of all UPS stock trans- 
actions, not only those involving Parco. All transactions 
involving Parco stock will be at its net asset value, 
as calculated, or, in the case of the preferred stock, 
par value. Finally, Applicants assert that Section 36(a) 
will remain applicable to any Parco director or officer 
engaging in any act constituting a breach of fiduciary 
duty involving personal misconduct in respect to Parco. 


Section 17(f) of the Act and the rules thereunder 
provide that every registered management company 
must place and maintain its securities either in the 
custody of a bank, or in the custody of a member of a 
national securities exchange, or in its own custody in 
accordance with such rules. Parco presently main- 
tains its UPS securities at UPS corporate headquarters 
and UPS maintains records of Parco’s ownership. 
Parco’s short-term securities are held by the Chase 
Manhattan Bank N.A. The one UPS employees who 
has access to these securities, will be bonded pursuant 
to the provisions of Section 17(g) and Rule 17g-1. The 
Parco officers who can examine such securities will not 
be bonded. Applicants state that compliance with 
Section 17(f) is unnecessary for the protection of 
Parco shareholders and request an exemption from it. 


Section 18(a) provides, in pertinent part, that it shall be 
unlawful for any closed-end company to issue or sell 
any class of senior security which is a stock unless (A) 
immediately after issuance or sale, it will have an asset 
coverage of at least 200 per centum; (B) the declara- 
tion of any dividend or other distribution upon the 
common stock and any purchase of common stock is 
prohibited unless the senior security has at the time an 
asset coverage of at least 200 per centum after deduct- 
ing the amount of such dividend, distribution or pur- 
chase; (C) the holders of such senior securities can 
elect at least two and, under some conditions, a 
majority of the directors of the company; (D) the vote 
of a majority of such senior securities is needed to 
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approve any plan of reorganization; and (E) such class 
shall have complete priority over any other class as to 
the distribution of assets and payments of dividends. 
Section 18(c) provides, in pertinent part, that it shall 
be unlawful for any closed-end company to issue or sell 
any senior security if immediately thereafter such 
company will have more than one class of senior 
security. Section 18(i) requires, in pertinent part, that 
every share of stock issued by a registered manage- 
ment company shall be voting stock. 


Applicants state that Parco preferred and Class A 
stock are each senior securities. When such stock is 
issued and when dividends are declared on Parco 
common stock, the preferred and Class A have 
substantially less than the required 200% asset 
coverage. In addition, neither the preferred nor the 
Class A have voting rights, except that the pre- 
ferred stock has limited voting rights when divi- 
dends are in arrears for two years or longer. 
Accordingly, Applicants request an exemption to 
permit the continuation of the present capital 
structure and voting arrangement. In support, Ap- 
plicants note that the two classes of senior security 
have priority over the Parco common stock as to 
the distribution of assets and declaration of 
dividends, and that the preferred has priority over 
the Class A stock. In addition, Applicants assert 
that the New York Business Corporation Law pro- 
vides protection for Parco shareholders from the 
declaration of dividends without adequate asset 
coverage. Voting rights are asserted to be un- 
necessary because the holders of preferred stock 
have tendered no consideration for their stock and 
because the Class A stockholders are virtually the 
same persons as the common stockholders who 
have all voting rights. Finally, Applicants state that 
Parco’s capital structure is an integral element of 
its ability to provide increased identification of the 
interests of the UPS employees who purchase Parco 
stock with the interests of UPS, because such 
Capitalization provides Parco shareholders with op- 
portunities to increase the value of their investment 
as the value of UPS stock increases in higher 
ratios than would otherwise be possible. 


Section 19(b) of the Act provides, in pertinent part, 
that it shall be unlawful, in contravention of rules, 
to distribute long-term capital gains more than once 
annually; and Rule 19b1(b) prohibits any non- 
“regulated investment company” as defined in the 
internal Revenue Code, as amended, from making 
such distributions of long-term capital gains more 
than once annually. 


Parco requests an exemption so that it can continue 
to make two dividend distributions annually, each of 
which could reflect long-term capital gains. Parco 
asserts that it distributes surplus resulting from in- 
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come and UPS stock appreciation, subject to New 
York Business Corporation Law (’’NYBCL”) which 
adequately protects against most of the same 
problems with which Rule 19b-1 deals. Section 
510(b) of the NYBCL provides that dividends may only | 
be paid out of surplus and Section 510(c) provides that 
dividends paid from sources other than earned surplus 
must be accompanied by a disclosure regarding the 
sources of the dividend. Accordingly, if there is in- 
sufficient appreciation and no surplus capital, Parco will 
have to reduce its dividends. 


Section 23(b) of the Act provides, in pertinent part, 
that no closed-end investment company may sell 
common stock of which it is the issuer below its 
current net asset value. Parco asserts that it does 
sell its Common at net asset value and must do so 
as a condition to the requested relief from Section 
17. Applicants request an exemption, to the extent 
necessary, so that Parco may continue to determine 
such net asset value by referring to the UPS stock 
prices as determined by the UPS board of directors 
so long as the Parco determination of such value is 
made by its directors in good faith. 


Section 23(c) of the Act and the rules thereunder, 
in pertinent part, provide that no closed-end invest- 
ment company may purchase any class of its own 
securities except under certain circumstances not 
met in this case. Parco requests an exemption so 
that it may continue to repurchase its preferred, 
Class A and common stock. Preferred and Class A 
stock can be purchased by Parco at their pre- 
determined prices. Parco has a right of first refusal 
on all proposed sales of its common and Class A 
stock. Parco has the right to purchase its common 
stock from retiring UPS employees, and Parco has 
exercised this right at all such times. If this order 
is granted, Parco will grant its shareholders the right 
upon termination of employment to require such 
repurchase. The purchases of common stock by 
Parco are required to be at current net asset 
value as determined above. Accordingly, Parco may 
be deemed to violate Section 23(c) of the Act, 
and Applicants request an exemption therefrom. 


The right of Parco to repurchase its securities is 
represented to enable it to limit the ownership of 
common stock to active UPS employees. More- 
over, the repurchase prices are calculated on the 
uniform predetermined basis which is disclosed. to 
all shareholders and is nondiscriminatory between 
shareholders of a class. Applicants represent that no 
repurchases at higher prices have occurred and that 
no persons except the Parco offerees have pur- 
chased Parco common or Class A stock. 
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standards of Section 14(a) of the Securities 
Exchange Act of 1934 relating to such proxy ma- 
terial. Parco requests an exemption from this 
section on the basis that the cost of providing 
its shareholders such material would be excessive 
and unnecessary in view of the other information 
available to its shareholders in the form of the UPS 
proxy statement and annual report and the Parco 
annual financial statements. 


Section 30 of the Act requires all registered invest- 
ment companies to prepare various reports for the 
Commission, including certain financial information, 
and to transmit to its shareholders, at least semi- 
annually, certain financial information. Parco is pre- 
pared to comply with the various reporting require- 
ments of Section 30 except that its audited financial 
statement is not prepared until June of each year. 
It requests exemption from the requirements of 
Section 30 so that unaudited financials may be sub- 
mitted with its reports until the audited financials 
are available. 


It appears to the Commission that it is appropriate 
in the ‘public interest and in the interest of investors 
that a hearing be held with respect to the applica- 
tion. Accordingly, 


IT 1S ORDERED, pursuant to Section 40(a) of the 
Act, that a hearing on the aforesaid application 
under the applicable provisions of the Act and the 
rules of the Commission thereunder be held on the 
14th day of March 1977 at 10:00 a.m., in Room 776 
of the Commission, 500 North Capitol Street, N.W., 
Washington, D.C. 20549. Any person, other than 
the Applicants, desiring to be heard or otherwise 
wishing to participate in the proceeding is directed 
to file with the Secretary of the Commission, on 
or before the 28th day of February 1977, his request 
pursuant to Rule 9(c) of the Commission’s Rules 
of Practice, setting forth the nature and extent of 
his interest in the proceeding and any issues of 
fact or law which he desires to controvert or any 
additional issues which he deems raised by this 
Notice and Order or by such application. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses noted above, and 
proof of service (by affidavit, or in case of any 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. Persons filing 
requests to participate or be heard will receive 
notice of any adjournment of the hearing as well 
as other actions of the Commission involving the 
subject matter of this proceeding. 


IT IS FURTHER ORDERED that any officer or 
officers of the Commission, designated by it for that 
purpose shall preside at said hearing. The officer 
so designated by it for that purpose is hereby 


authorized to exercise all the powers granted to the 
Commission under Section 41 and 42(b) of the Act, 
and to an Administrative Law Judge under the 
Commission's Rules of Practice. 


The Division of Investment Management has advised 
the Commission that it has made a_ preliminary 
examination of the application, and that upon the 
basis thereof the following matters are presented for 
consideration without prejudice to its specifying ad- 
ditional matters upon further consideration; 


1) whether in consideration of the requests for 
exemption from Section 10(a), Section 17(a) and 
(d), and Section 23 of the Act, the method by 
which the prices of Parco stock are and will be 
determined is in accordance with the appropriate 
standards for exemption contained in Section 17(b) 
of the Act and Rule 17d-1 under the Act and 
Sections 6(b) and 6(c) of the Act; 


2) whether, in consideration of the exemption 
requested from Section 18 of the Act, the rights 
of the preferred and Class A_ shareholders are 
adequately protected and the investments in com- 
mon stock are unduly speculative in contravention. of 
the policies of the Act; and 


3) whether, in consideration of the requests for 
exemption from Sections 17(f) and 20(a), the 
investors of Parco are adequately protected. 


IT 1S FURTHER ORDERED that at the aforesaid 
hearing attention be given to the foregoing matters, 
and 


IT IS FURTHER ORDERED that the Secretary of 
the Commission shall give :notice of the aforesaid 
hearing by mailing copies of this Notice and Order 
by certified mail to the Applicants, and that notice 
to all other persons shall be given by publication 
of this Notice and Order in the “SEC Docket,” 
and that an announcement of the aforesaid hearing 
shall be included in the ‘““SEC News Digest.” 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9626/February 1, 1977 


In the Matter of 
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STATE MUTUAL LIFE ASSURANCE COMPANY 
OF AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01603 


(812-4077) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that State Mutual Life 
Assurance Company of America (the “Insurance Com- 
pany’’), a mutual life insurance company organized 
under the laws of The Commonwealth of Mas- 
sachusetts, has filed an application on January 5, 1977 
for an order, pursuant to Section 17(d) of the Invest- 
ment Company Act of 1940 (‘‘Act’’) and Rule 17d-1 
thereunder, permitting the acquisition by the Insurance 
Company of $2,000,000 in principal amount of-a new 
issue of 8%% Senior Notes due 1992 (the ‘Notes’’) 
of Standex International Corporation (““Standex’’). All 
interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Pursuant to an order of the Commission issued on 
February 12, 1973 (Investment Company Act Release 
No. 7665), corrected on February 27, 1973 (Investment 
Company Act Release No. 7698), and amended on July 
28, 1976 (Investment Company Act Release No. 9371) 
(collectively referred to as the ‘’Order’’), the Insurance 
Company, which acts as investment adviser for State 
Mutual Securities, Inc. (the ‘‘Fund’’), a closed-end, 
diversified investment company registered under the 
Act, is permitted to invest concurrently in each issue of 
securities purchased by the Fund at direct placement 
in an amount equal to the amount invested in such 
issue by the Fund and to exercise warrants conversion 
privileges and other such rights at the same time and 
in the same amount as the Fund unless the security 
to be purchased is a long-term debt obligation without 
equity participation. The Order is subject to several 
conditions, one of which requires, generally, that 
purchases at direct placement of securities which would 
be consistent with the investment policies of the Fund 
be shared equally by the Insurance Company and the 
Fund. Another condition is that once the Insurance 
Company and the Fund have acquired interests in an 
issuer, neither the Insurance Company nor the Fund, 
unless otherwise permitted by order of the Commission, 
may acquire any further interest in such issuer or in any 
affiliated person of such issuer, or in securities issued 
by such issuer or affiliated person, other than interests 
in all respects identical. 


The Insurance Company represents that it has made a 
commitment to purchase at direct placement 
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$2,000,000 in principal amount of the Standex Notes 
out of an issue expected to total $10,000,000 principal 
amount. It is represented that, since the Insurance 
Company and the Fund each concurrently hold 
$2,000,000 in principal amount of the 9% Senior Notes 
due 1989 of Standex (the ‘Outstanding Senior Notes’”’) 
issued in May 1974, the Insurance Company may not 
individually, pursuant to the terms of the Order, pur- 
chase the Notes unless it obtains an order of the 
Commission specifically permitting such purchase. 


Under Section 17(d) of the Act, and Rule 17d-1 
thereunder, an affiliated person of a registered invest- 
ment company may not effect any transaction in which 
such investment company is a joint participant without 
the permission of the Commission. In passing upon 
applications for orders granting such permission, the 
Commission is required to consider whether the partici- 
pation of the investment company in such joint enter- 
prise or arrangement on the basis proposed is con- 
sistent with the provisions, policies, and purposes of the 
Act and the extent to which such participation is on a 
basis different from, or less advantageous than, that 
of other participants. 


It is submitted that the proposed acquisition by the 
Insurance company of the Notes is not disadvantageous 
to the Fund and is consistent with the provisions, 
policies, and purposes of the Act. The Insurance Com- 
pany represents that the Fund currently has approxi- 
mately 2% of its assets invested in the Outstanding 
Senior Notes and a further investment in the Notes is 
not an appropriate investment for the Fund because it 
would expose the Fund to an excessive credit risk. The 
application states that the Fund’s Board of Directors 
has unanimously voted to decline participation by the 
Fund in the proposed acquisition of the Notes. It is 
asserted that the proposed acquisition of the Notes by 
the Insurance Company is in no way connected with 
the sale of the Outstanding Senior Notes to the Fund 
and the Insurance Company in 1974 other than by 
virtue of the fact that the holders of the Outstanding 
Senior Notes were offered the Notes on a basis 
proportional to their holdings of the Outstanding Senior 
Notes. It is stated that the proposed investment by the 
Insurance Company in the Standex Notes will not be 
disadvantageous to the Fund because (1) Standex will 
be receiving significant new value in consideration for 
issuing the Notes, (2) a major portion of the proceeds 
received from the sale of the Notes will be used by 
Standex to repay presently outstanding senior debt 
maturing within the next three years owed to banks, 
and (3) the Outstanding Senior Notes owned by the 
Fund mature prior to the Notes. 


The Insurance Company believes that the Notes would 
be an attractive investment for it and that it will be 
disadvantaged if not permitted to acquire a portion of 
the Notes. Accordingly, the Insurance Company 
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requests an order, pursuant to Section 17(d) of the Act, 
and Rule 17d-1 thereunder, permitting it to acquire 
$2,000,000 in principal amount of the Notes of 
Standex, notwithstanding the prior ownership by it 
and the Fund of the Outstanding Senior Notes. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 25, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9627/February 1, 1977 


In the Matter of 

CAPITAL RESOURCE CORPORATION 

3825 - 82nd Street 

Urbandale, lowa 50322 

(811-2204) 

NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR ORDER DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that Capital Resource 


Corporation (‘Applicant’), an lowa_ corporation 
registered as a closed-end, non-diversified management 
investment company under the Investment Company 
Act of 1940 (‘Act’), filed an application on November 
6, 1975, and amendments thereto on July 14 and 
October 27, 1976, pursuant to Section 8(f) of the Act 
for an order of the Commission declaring that Ap- 
plicant has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant was organized on July 7, 1970 and registered 
under the Act on June 29, 1971. Applicant states that 
because of market conditions, disappointing investment 
performance and a high level of expenses in relation 
to income, its Board of Directors recommended and its 
shareholders approved on October 23, 1975, a proposal 
to terminate Applicant's registration under the Act. 
Applicant therefore filed an application on November 6, 
1975 for an order of the Commission declaring that 
Applicant had ceased to be an investment company 
as defined in the Act. 


Applicant states that in the course of its review of the 
application, the staff of the Commission undertook an 
examination of the affairs of Applicant. At the con- 
clusion of its examination, the staff observed various 
deficiencies in Applicant’s compliance with provisions 
of the Act, and various deficiencies on the part of 
William R. Sloane & Associates, Inc., the former 
investment adviser to Applicant, under the Act and the 
Investment Advisers Act of 1940. With respect to 
Applicant, these deficiencies were reviewed by counsel 
for Applicant with the Board of Directors at a meeting 
held on March 4, 1976. At such meeting, the Board of 
Directors initiated action to bring the affairs of Ap- 
plicant into compliance with the Act to the extent it 
was able to do so, and at the same time, adopted a 
Plan of Liquidation and Dissolution for submission to 
Applicant’s shareholders. A special meeting of Appli- 
cant’s shareholders was held on June 17, 1976, at 
which the Plan of Liquidation and Dissolution was 
approved. In connection with such meeting, the share- 
holders were furnished an Information Statement which 
included detailed information about the deficiencies 
observed by the Commission's staff in its examination 
of Applicant. 


Applicant represents that on October 1, 1976, an initial 
liquidating distribution was paid to shareholders of 
record on September 1, 1976, and on the same date a 
Statement of Intent to Dissolve was filed by Applicant 
with the Secretary of State of the State of lowa. 
Applicant states that the Board of Directors has reserved 
the sum of $6,000.00 to pay anticipated additional 
corporate operating expenses, liquidation and dissolu- 
tion expenses, and the expenses of accountants and 
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counsel which may be incurred prior to dissolution. 
Any portion of such reserve not required for such 
purposes will be distributed as a final liquidating distri- 
bution. Applicant notes that all of its assets available 
for distribution to its shareholders have been and will be 
distributed pro rata to all shareholders in accordance 
with the number of shares held by each, except with 
respect to 3,000 shares held by William R. Sloane, the 
former President of Applicant and its former investment 
adviser, for which a written waiver of the right to 
receive any distribution thereon has been received. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds that 
a registered investment company has ceased to be an 
investment company, it shall so declare by order and 
upon the effectiveness of such order, the registration 
of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 28, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request and the issues of fact or law proposed to be 
controverted, or he may request that he be notified 
if the Commission shall order a hearing thereon. Any 
such communication shail be addressed to: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address 
set forth above. Proof of such service (by affidavit 
or, in the case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. 
As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9628/ February 2, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5802/February 2, 1977 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9629/February 3, 1977 


In the Matter of 


THE FRANKLIN LIFE INSURANCE COMPANY 
FRANKLIN LIFE VARIABLE ANNUITY FUND A 


and 


FRANKLIN FINANCIAL SERVICES 
CORPORATION 

Franklin Square 

Springfield, Illinois 62713 


(812-3903) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTIONS 22(e), 
27(c)(1) AND 27(d) OF THE ACT 


The Franklin Life Insurance company (‘Franklin’), an 
Illinois stock life insurance company, Franklin Life 
Variable Annuity Fund A ("Fund A”), a separate 
account of Franklin registered under the Investment 
Company Act of 1940 (’‘Act’’) as a diversified open- 
end management investment company, and Franklin 
Financial Services Corporation (’’Franklin Financial’’), 
a wholly-owned subsidiary of Franklin and the principal 
underwriter for Fund A, (hereinafter collectively referred 
to as ‘‘Applicants’’), filed an application on January 
29, 1976 and an amendment thereto on December 27, 
1976, pursuant to Section 6(c) of the Act for an order 
exempting Applicants from the provisions of Sections 
22(e), 27(c)(1) and 27(d) of the Act to the extent neces- 
sary to permit compliance by Applicants with certain 
provisions of the Education Code of the State of Texas. 


On January 4, 1977, the Commission issued a notice 
(Investment Company Act Release No. 9595) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be ordered. 
No request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
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extent necessary to permit compliance with certain 
provisions of the Education Code of the State of 
4 Texas as it would apply to payments made on variable 
annuity contracts subsequent to the date of the re- 
quested order, be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9630/February 3, 1977 


In the Matter of 


VANDERBILT INCOME FUND, INC. 
VANDERBILT GROWTH FUND, INC. 


and 


PEGASUS INCOME AND CAPITAL FUND, INC. 


¥ 1901 Avenue of the Stars 


Suite 700 
Los Angeles, California 90067 


(812-4065) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER EXEMPT- 
ING CERTAIN LITIGATION TRUSTS FROM ALL PRO- 
VISIONS OF THE ACT AND ALL RULES AND 
REGULATIONS THEREUNDER OTHER’ THAN 
SECTIONS 9, 17, 31, 34, 36 AND 37 AND THE RULES 
AND REGULATIONS THEREUNDER, AND, TO A 
LIMITED EXTENT, EXEMPTING SAID TRUSTS AND 
PEGASUS INCOME AND CAPITAL FUND, INC. 
FROM SECTION 17(h) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Vanderbilt Income 
Fund, Inc. (VIF), Vanderbilt Growth Fund, Inc. 
(“VGF’’), and Pegasus Income and Capital Fund, Inc. 
(“PIC’’) (hereinafter referred to collectively as 
“Applicants’”), each of which is registered as a 
diversified, open-end, management investment com- 
pany under the Investment Company Act of 1940 
(“Act”), filed an application on December 15, 1976, 
and an amendment thereto on January 18, 1977, for 
an order pursuant to Section 6(c) of the Act exempting 
certain trusts proposed to be created by VIF and VGF 
from all provisions of the Act and all rules and regula- 
tions thereunder other than Sections 9, 17, 31, 3%, 





36 and 37 and the rules and regulations thereunder. 
Applicants also seek, pursuant to Section 6(c) of the 
Act, an order exempting, to a limited extent, such 
trusts and PIC from Section 17(h) of the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Applicants state that VIF and VGF each intend to create 
a trust in connection with certain mergers to which VIF 
and VGF expect to be parties; said trusts are collectively 
referred to herein as the ‘’Litigation Trusts.” 


Background of Proposed Mergers 


Applicants state that each of them formerly had as 
investment advisers and principal underwriters com- 
panies which were subsidiaries of Charter Diversified 
Services, Inc. (‘’Charter’’). On August 29, 1974, the 
Securities and Exchange Commission (’’Commission’’) 
filed an action in the United States District Court for the 
Central District of California (‘‘Court’’) alleging that 
during 1973 and 1974 Charter and certain other named 
defendants had engaged in and carried out fraudulent 
schemes against Applicants. Specifically, the complaint 
alleged, among other things, that Applicants’ former 
investment advisers improperly received benefits in 
violation of the federal securities laws in various ways, 
including the investing of assets of Applicants in certain 
companies in exchange for the lending of money or the 
providing of collateral for loans to Charter by those 
companies. 


Applicants state further that on September 3, 1974, a 
special counsel was appointed for Applicants by the 
Court; the special counsel was directed to (1) invest- 
igate the affairs of Applicants; (2) report his findings 
and recommendations for action to the Court, the 
Applicants’ Boards of Directors, and the Commission; 
and (3) take appropriate action to recover the Ap- 
plicants’ assets, including the pursuit of any litigation. 
Applicants represent that, based on information de- 
veloped during this period, the Boards of Directors 
of Applicants cancelled the investment advisory agree- 
ments with Applicants’ respective investment advisers. 


Applicants state that on November 8, 1974, the Court 
entered an order appointing six new independent 
directors to serve as directors of each of the Ap- 
plicants, and that said directors constituted a majority 
of the directors of each of Applicants. On September 
24, 1975, the Court, by its order, terminated its super- 
vision of the administration of Applicants. Applicants 
state further that, since such appointments, the Boards 
of Directors of Applicants have continuously invest- 
igated and evaluated alternative avenues by which the 
shareholders of Applicants could realize their invest- 
ment objectives. Applicants state that after con- 
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siderable discussion and deliberation, their Boards of 
Directors determined that the combination of VIF and 
VGF with a larger mutual fund would be desirable, 
but that a combination of PIC with a larger fund was 
not possible, in large part because of the differing 
rights and preferences of its two classes of securities. 
Accordingly, the Boards of Directors of VIF and VGF 
commenced a comprehensive evaluation and selection 
procedure to select such a fund to be recommended 
to the shareholders of VIF and VGF. Applicants state 
that after due consideration of each of the proposals 
received, the Boards of Directors of VIF and VGF, 
at a meeting held on May 25, 1976, voted to recom- 
mend to their shareholders that they approve the sale of 
substantially all of their assets to Imperial Capital 
Fund, Inc.-(“ICF’’), in exchange solely for the equiva- 
lent value of share of ICF. Applicants represent that 
VIF and VGF will enter into separate Plans of Re- 
organization with ICF and that neither of the proposed 
reorganizations is contingent upon the consummation 
of the other. According to the application, the share- 
holders of VIF and VGF will shortly be solicited to 
approve the proposed reorganizations. 


The Litigation 


Applicants state that on June 30, 1975, and July 2 
and 3, 1975, Applicants filed three actions in the United 
States District Court for the Central District of Cali- 
fornia. Applicants state further that the allegations 
made in the first of these complaints closely paralleled 
those made by the Commission in its action, discussed 
above; however, additional companies and persons 
were named as defendants and additional causes of 
action were asserted on behalf of Applicants premised 
on legal theories arising under both federal and state 
law. Applicants state that the most significant of these 
additional causes of action were those arising out of the 
improper purchase by Applicants of a total of 
approximately $4,210,000 of securities (‘‘Unmarketable 
Securities’), many of which were later determined to 
be worthless. 


Applicants state that the second and third complaints 
filed focused on the circumstances under which 
Charter’s subsidiaries were retained as investment 
advisers to VIF and PIC in 1973 and on the transfer of 
the management of VIF and PIC to persons associated 
with Charter. Applicants represent that said actions 
seek to recover over $1,000,000 from persons who 
received payments from Charter and its subsidiaries 
in connection with said transfers of management and 
to recover the damages that Applicants allege were 
sustained by all of them as a consequence of such 
transfers. 


Applicants state that certain defendants have filed 


counterclaims to the foregoing litigation, alleging that 
Applicants (1) failed adequately to investigate the 
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allegations of misconduct and wrongdoing, and (2) 
improperly terminated the investment advisory and 
management agreements between Applicants and their 
former investment advisers. Applicants state that such 
defendants, in their counterclaims, seek damages in the 
sum of $4,815,000. 


Applicants represent that the litigation described above 
(‘Litigation’) is presently in the pre-trial discovery 
stage, and that its prosecution is expected to take 
several years and will involve the expenditure of 
substantial funds. According to the application, prior to 
December 31, 1975, the Applicants have expended 
approximately $325,191 in legal fees and expenses of 
former counsel in «> nnection with the Litigation. 
Applicants’ present counsel has acted as counsel in 
connection with the Litigation since December, 1975. 
The agreement between counsel and Applicants pro- 
vides, in part, that if no recoveries are made in the 
Litigation, the maximum fee to counsel will not exceed 
$250,000 (including fees of $132,000 paid prior to 
establishment of the Litigat »n Trusts). 


The Litigation Trusts 


Applicants state that the Boards of Directors of VIF, 
VGF, and ICF have determined that it would be in- 
appropriate for ICF to undertake the burdens or receive 
the possible benefits of the Litigation. Applicants repre- 
sent that if the claims of VIF and VGF in the 
Litigation were to be transferred to ICF under the 
mergers, all of the shareholders of ICF, and not only 
those shareholders who were formerly shareholders of 
VIF and VGF, would be required to pay the continuing 
expenses of the Litigation, and all of ICF’s share- 
holders at the time of the final determination of the 
Litigation would enjoy any benefits thereof. Since the 
wrongs alleged in the Litigation did not affect ICF or its 
present shareholders, the Boards of Directors of VIF 
and VGF and of ICF determined to limit the burdens 
and the benefits of the Litigation to the shareholders 
of VIF and VGF. 


Applicants state, therefore, that it has been determined 
that, prior to the consummation of their respective 
Plans of Reorganization, VIF and VGF will each 
transfer to a Litigation Trust its claims in the Litiga- 
tion and the Unmarketable Securities, together with 
cash to support the prosecution of such claims. 
Such transfers are conditions to the consummation of 
each Plan of Reorganization. The beneficiaries (’’Bene- 
ficiaries”’) of the Litigation Trusts will be the share- 
holders of record of the Applicant creating such Litiga- 
tion Trust on the last business day preceding the closing 
under the applicable Plan of Reorganization. Each 
Beneficiary will have a beneficial interest in the Litiga- 
tion Trust created by his Applicant which is the same as 
his proportionate interest in his Applicant at that time. 
The trustees (‘’Trustees’’) of each of the Litigation 
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Trusts will be the same persons and are expected to 
be Messrs. Thomas S. Loo, Esq. and Gerald Rosen, 
Esq., the present members of the Executive 
Committee of the Board of Directors of each of the 
Applicants, who are currently responsible for coordinat- 
ing the Litigation. Applicants state that Messrs. Loo 
and Rosen are among those persons appointed to the 
Board of Directors of each of the Applicants by the 
Court. 


Applicants further state that the Proxy Statements 
and Prospectuses relating to the proposed reorganiza- 
tions of VIF and VGF contain a description of the Litiga- 
tion applicable to the Applicant in question, the fee 
arrangements in connection therewith, and the expense 
and recovery arrangements among the Litigation Trusts 
and PIC (including tax information with respect 
thereto). Each Proxy Statement and Prospectus also 
contains a copy of the proposed form of the applicable 
Litigation Trust. Applicants represent that the powers 
and authority of the Trustees under each of the Litiga- 
tion Trusts are, inter alia: (a) to prosecute, settle, or 
compromise the Litigation or any part thereof; (b) to 
authorize counsel to incur expenses and charges in 
furtherance of the Litigation; (c) to use the assets of 
the Litigation Trust, including all income therefrom, to 
pay (i) any claims arising out of the Litigation and any 
judgment against the Litigation Trust or any of the 
Applicants, and (ii) the fees and expenses of counsel 
and any other expenses of the Litigation; (d) to invest 
its cash assets in government securities or to place 
those assets in bank accounts or bank certificates 
of deposit; and (e) to take any and all other action 
necessary and proper for the accomplishment of the 
Litigation Trust’s powers and management of its 
activities and of its assets. 


Applicants state that each Litigation Trust also provides 
that, within ninety days after the end of each year, 
the Trustees shall transmit to the Beneficiaries, and to 
such other persons as the Trustees may deem neces- 
sary or advisable, a report, which shall contain an 
accounting (which need not be audited) of income and 
expenses of the Litigation Trust and distributions of the 
Trust Assets made during such year, and any other 
information which the Trustees deem necessary or ap- 
propriate. 


Applicants state that, under each Litigation Trust, the 
Trust Assets shall be distributed to the Beneficiaries 
on the basis of each Beneficiary’s beneficial interest in 
the Trust in such manner and at such time as the 
Trustees shall deem necessary or appropriate; provided, 
however, that a final distribution of all remaining 
Trust Assets shall be made promptly after the deter- 
mination or settlement of all of the Litigation. 


Applicants state that under each Litigation Trust, the 
interests of the Beneficiaries in the Trust shall not be 


evidenced by certificates, shall not be transferable or 
assignable except by will or the laws of descent and 
distribution or, in the case of any Beneficiary other 
than a natural person, upon the legal termination of 
such entity, and shall not be subject to attachment or 
levy by any creditor of any Beneficiary or any person 
asserting any claim against any Beneficiary. 


The Exemption Request 


Applicants submit that, in view of the limited nature of 
the activities of the Litigation Trusts and the burdens 
which would be placed upon the Litigation Trusts in 
complying with all of the provisions of the Act and 
the rules and regulations thereunder, the proposed 
exemption is appropriate in the public interest and con- 
sistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of 
the Act. 


Applicants state that the question of whether or not 
each of the Litigation Trusts is an “investment com- 
pany’ as defined in the Act is not an issue in the 
application, since Applicants undertake to register each 
of the Litigation Trusts as an investment company 
under the Act. Nevertheless, Applicants assert that the 
policies of the Act, as reflected in the provisions of the 
Act exempting certain persons from the coverage of the 
Act, may be relevant to the question of the desir- 
ability of exempting the Litigation Trusts from certain 
provisions of the Act. In this regard, Applicants submit 
that, except for the Unmarketable Securities, the Litiga- 
tion Trusts will hold no investment securities as defined 
in the Act. They concede that, by reason of owner- 
ship of the Unmarketable Securities, each Litigation 
Trust may be deemed to own investment securities 
exceeding forty percent (40%) of the value of such 
Litigation Trust’s total assets (exclusive of government 
securities and cash items). However, Applicants sub- 
mit that each Litigation Trust will be primarily engaged 
in a business other than that of investing, reinvesting, 
owning, holding or trading in securities, within the 
meaning of Sections 3(b)(1) and 3(b)(2) of the Act 
(which Sections provide exceptions from the definition 
of “investment company” for purposes of the Act), 
in that the business of the Litigation Trusts will be 
the prosecution of the Litigation. Further, Applicants 
submit that, although during the term of the Litigation 
Trusts’ existence the Litigation Trusts will be required 
to conserve and invest the sums transferred to them for 
furtherance of the Litigation and will attempt to make 
reasonable dispositions of the Unmarketable Securities, 
the Litigation Trusts will not be, or hold themselves 
out as being, engaged primarily in the business of 
investing, reinvesting or trading in securities. 


Applicants also submit that each provision of the Act 


and the rules and regulations thereunder, other than 
those from which exemption is not sought, is either 
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inapplicable to each Litigation Trust or, if applied to 
any Litigation Trust, would be either in conflict with the 
purpose and structure of such Litigation Trust or 
unduly burdensome as to it. 


No exemption is requested by Applicants for the Litiga- 
tion Trusts from: Section 9, which relates to the 
ineligibility of certain persons to serve in certain 
capacities; Sections 17(a) through 17(g) inclusive, 
17(i) and 17(j), which prohibit or regulate certain 
transactions involving investment companies and their 
affiliates; Section 31, which requires the maintenance 
and preservation of records of registered investment 
companies; Section 34, which makes it unlawful to 
destroy or falsify various records and reports; and 
Sections 36 and 37, which relate to breaches of 
fiduciary duty, larceny and embezzlement. 


Section 17(h) of the Act provides, in part, that no 
instrument pursuant to which a registered investment 
company is organized or administered shall contain any 
provision which protects any director or officer of such 
company against liabilty to the company or to its 
security holders to which he might otherwise be subject 
by reason of willful misfeasance, bad faith, gross 
negligence or reckless disregard of the duties involved 
in the conduct of his office. Applicants do not propose 
that the officers or directors of PIC, or the Trustees 
of the Litigation Trusts, shall be indemnified with 
respect to liability for such misconduct. They do pro- 
pose, however, that advances be made by PIC, or the 
Litigation Trusts, of litigation expenses incurred by such 
officers, directors or Trustees prior to a final determina- 
tion that the recipients are entitled to indemnification. 
In connection with any such advances, Applicants 
undertake that the entity making the advance will obtain 
a written promise by the recipient to repay that amount 
of the advance which exceeds the amount which is 
ultimately determined that he is entitled to receive by 
reason of indemnification, such promise to be secured 
by a surety bond or other suitable insurance (“Bond”). 
Applicants request an exemption from Section 17(h) 
only to the extent necessary to permit each Litigation 
Trust to pay the expenses of obtaining such Bonds 
and to permit PIC to pay such expenses in connection 
with each advance it may make in connection with 
litigation arising out of, or in any way related to, 
the Litigation or the subject matter thereof. 


Applicants undertake further that each Litigation Trust 
will, within 30 days after its formation, register as an 
investment company under the Act. 


Section 6(c) of the Act provides, in part, that the 
Commission may, upon application, conditionally or 
unconditionally exempt any person, security, or trans- 
action, or any class or classes of persons, securities, 
or transactions, from any provision of the Act or any 
rule thereunder, if and to the extent that such exemp- 
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tion is necessary or appropriate in the public interest 
and consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than February 28, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request the he be notified 
if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of such service (by affidavit or, 
in the case of an attorney-at-law, by certificate) shall 
be filed contemporaneously with the request. As pro- 
vided by Rule 8-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices or orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9631/February 3, 1977 


In the Matter of 

CHARTER FUND, INC. 

and 

LANDMARK GROWTH FUND, INC. 

2100 Republic Bank Tower 

Dallas, Texas 75201 

(812-4068) 

NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER 


EXEMPTING PROPOSED TRANSACTION FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT AND 








erest 
1 the 
sions 


1rson 
YU i oe 
for a 
nt as 
such 
osed 
tified 
Any 
tary, 
jton, 
srved 
dress 
it or, 
shall 
pro- 
pro- 
f the 
said 
aring 
tion. 
ether 
rders 
aring 


ment 


NT TO 
IRDER 
A THE 
~ AND 








PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING PARTICI- 
PATION IN SAID TRANSACTION. 


NOTICE IS HEREBY GIVEN that Charter Fund, Inc. 
(“Charter”) and Landmark Growth Fund, Inc. 
(‘‘Landmark’’) (collectively, the ‘‘Applicants’’), both 
open-end, diversified, management investment com- 
panies registered under the Investment Company Act of 
1940 (the ‘’Act’’), have filed an application on Decem- 
ber 20, 1976, and amendments thereto on January 17, 
1977, and January 28, 1977, (1) pursuant to Section 
17(b) of the Act for an order exempting from the 
provisions of Section 17(a) of the Act a proposed 
purchase of substantially all of Landmark's assets by 
Charter, and (2) pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder permitting Fund Manage- 
ment Company (‘FMC’), Applicants’ investment 
adviser, to bear part of the costs of such reorganiza- 
tion. All interested persons are referred to the applica- 
tion on file with the Commission for a statement of 
the representations contained therein, which are 
summarized below. 


According to the application, Charter was incorporated 
in the State of Texas and, on October 31, 1976, had 
397,999 shares outstanding and net assets of 
$4,859,149; Landmark was incorporated in the State of 
Delaware and, on October 31, 1976, had 1,173,360 
shares outstanding and net assets of $7,837,484. 
Applicants state that the investment objective of 
Landmark is to seek possible long-term capital apprecia- 
tion, and that the investment objective of Charter is to 
seek capital appreciation only. Both Applicants offer 
their shares to the public at net asset value plus a 
sales charge. 


Applicants state that they have entered into a Plan and 
Agreement of Reorganization (‘‘Agreement’’) pursuant 
to which Landmark will transfer to Charter all of its 
net assets, except approximately $500 to pay the 
expenses of liquidation and dissolution of Landmark. 
Applicants assert that any amount not expended for 
that purpose will be paid to Charter. Applicants state 
further that, to become effective, the Agreement 
requires: (1) approval by the affirmative vote of the 
holders of more than 50% of the outstanding shares 
of commen stock of Landmark; (2) an opinion of legal 
counsel to the effect that the exchange of Charter’s 
shares for substantially all of the net assets of Land- 
mark will constitute a tax-free reorganization for federal 
income tax purposes; and (3) the issuance of the 
order requested herein. Applicants assert that, under 
applicable law, it is not necessary to submit the Agree- 
ment for approval by the shareholders of Charter. 


The application states that the assets to be transferred 
by Landmark to Charter pursuant to the Agreement 
consist primarily of cash, receivables, and marketable 


securities. In exchange for such assets, Landmark will 
receive shares of Charter’s common stock. The applica- 
tion further states that the number of Charter shares 
to be issued to Landmark in exchange for Landmark's 
net assets shall be determined by dividing the 
aggregate market value of Landmark’s net assets by the 
net asset value per share of Charter shall be de- 
termined as of a date mutually agreed upon by Land- 
mark and Charter, which shall be no later than seven 
business days after the stockholders of Landmark shall 
have appproved the transaction and the last of all other 
conditions provided for in the Agreement has been 
satisfied. Applicants further submit that the date of the 
exchange (“Transaction’’) will be the same date as the 
valuation date. 


Applicants allege that the securities in Landmark's 
portfolio are suitable to Charter’s objective and accept- 
able to it. However, if prior to the Transaction it is 
determined by FMC, in the ordinary course of its 
management of Applicants, that any particular security 
should be disposed of as a result of the combination 
of Applicants, Applicants state that such securities 
will be sold prior to consummation of the Transactions. 
The Applicants estimate that, based upon current 
market conditions and the present portfolios of Ap- 
plicants, any such sales will not exceed 5% of the net 
assets of the respective fund making the sales. The 
application further states that after consummation of 
the Transaction, the combined portfolios will continue 
to be reviewed periodically to make adjustments based 
upon what is deemed best in order to maintain desired 
diversification and a portfolio which is most manageable 
in connection with the investment objective of Charter. 
Applicants propose that no distribution of Landmark’s 
income to the date of the Transaction will be made 
prior to its consummation; they assert that Landmark 
will either have no taxable income at that time or that 
any tax that would be required by reason of Land- 
mark’s nondistribution of accumulated income is so 
minimal that the cost of the distribution of such ac- 
cumulated income would not be in the best interests of 
Landmark's shareholders. 


The application states that the respective tax positions 
of Applicants are as follows. At October 31, 1976, the 
net capital loss carry forward of Charter was approxi- 
mately $312,000, and that of Landmark was ap- 
proximately $329,000. After giving effect to transac- 
tions in the current fiscal year to January 27, 1977, 
Landmark's net capital loss carry forward has been 
reduced to approximately $107,000 (which expires in 
1982), and Charter’s has been eliminated. On January 
26, 1977, Charter had net unrealized appreciation of 
approximately $1,616,000, and Landmark had net 
unrealized appreciation of $918,000. 


The application states that the valuation of net assets 
in the proposed Transaction will be subject to an adjust- 
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ment designed to adjust those assets for potential 
and actual tax liabilities or credits represented by 
unrealized gains or losses and realized but un- 
distributed gains or losses. Applicants claim that their 
Boards of Directors, taking into account, among other 
things, the fact that certain securities in the portfolios 
of each Applicant will be sold after the Transaction 
has been consummated, have determined that in fair- 
ness to their respective funds the adjustment for the 
impact of such tax liabilities and credits should be taken 
into account. Pursuant to the adjustment, the pro forma 
net asset value per share for Charter and Landmark 
is $12.21 and $6.68 respectively. The adjustment for 
Charter and Landmark will be $-.05 and $+.02 
respectively. Applicants also assert that the Boards of 
Directors have further determined that the method of 
computing: such adjustments utilized in the Agreement 
is fair and reasonable to both funds and does not 
involve overreaching on the part of any party con- 
cerned. a 


Section 17(a) of the Act provides, in part, that it shall 
be unlawful for any affiliated person of a registered 
investment company, acting as a principal, knowingly 
to sell to or purchase from such investment company 
any security or other property. Section 17(b) of the Act 
provides, in part, that the Commission, upon applica- 
tion, shall exempt from the provisions of Section 17(a) 
a proposed transaction if evidence establishes that the 
terms of the proposed transaction, including the con- 
sideration to be paid or received, are fair and reason- 
able and do not involve any overreaching on the part 
of any person concerned, and that the proposed trans- 
action is consistent with the policy of each registered 
investment company concerned and with the general 
purposes of the Act. 


The application discloses that, in addition to having a 
common investment adviser, Applicants have identical 
Boards of Directors. Applicants concede that they 
might therefore be deemed to be under “common 
control” and therefore ‘‘affiliated persons’’ of each 
other for purposes of the Act. Thus, absent the order 
sought herein, the Transaction might be prohibited 
by Section 17(a) of the Act. 


The Applicants submit that the terms of the proposed 
Transaction are reasonable and fair and do not involve 
overreaching on the part of any person concerned, 
and that the proposed Transaction is consistent with 
the policies of Landmark and Charter as recited in their 
registration statements and reports filed under the Act 
and with the general purposes of the Act. They assert 
that the greater net assets of the combined fund should 
make it more acceptable to investors and dealers, thus 
increasing its opportunity to grow; that the larger 
fund could provide more diversity and stability, and 
could deal in greater numbers of shares of a particular 
issue and thus take advantage of reduced brokerage 
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costs per share; and that there is a potential future 
savings in management fees resulting from additional 
future growth of Charter’s net assets. The application 
states that, under Charter’s present management agree- 
ment, the management fee is equivalent to 1% 
annually on the first $30,000,000 of total net assets and 
is reduced to % of 1% annually on the next 
$20,000,000 of net assets, with further reductions with 
respect to additional net assets. The net asset value 
of the combined funds on October 31, 1976, would have 
been approximately $12,700,000. 


Applicants further assert that substantial savings would 
be realized through the operation of a single fund 
rather than two funds in such expenses as audit 
costs, costs of annual meetings, proxy statements, 
fidelity bond preimums and state and federal reporting 
and ‘filing fees. Based upon the net assets of the 
Applicants on January 26, 1977, they estimate that the 
annual expenses of the combined funds would be 
approximately $12,000 less than the annual expenses 
of each fund operating separately. Under the present 
expense limitation provisions of their management 
agreements, Applicants state that, if combined, they 
would realize approximately $5,000 of this savings per 
year. 





Applicants state further that the Transaction would 
result in the acquisition by Charter of Landmark's 
portfolio without the payment of brokerage costs. 
After taking into account the brokerage costs to be 
incurred in connection with the adjustment of the 
portfolios of the combined company after the Transac- 
tion is consummated, Applicants estimate that the net 
savings of such brokerage costs would not be less 
than approximately $25,000. 


The application states that Landmark is a Delaware 
corporation, with its principal offices in Texas, and is 
required both to pay franchise taxes in Delaware and to 
pay franchise taxes and qualify as a foreign corporation 
in Texas. The application further states that Charter 
is a Texas corporation with its principal offices in 
Texas, and is qualified as a corporation only in that 
State. Applicants assert that one purpose of combining 
Landmark into Charter is to eliminate the costs and 
effort relating to the former's status as a Delaware 
corporation. 


The application asserts that the estimated total cost of 
the Transaction, consisting of legal, accounting and 
printing charges, filing fees, custodian fees and mailing 
and other incidental costs will be approximately 
$30,000. Applicants submit that, in view of the benefit 
which may inure to FMC as a result of the Transaction 
in the form of reduced expenses reimbursable by it to 
Applicants under the expense limitation provision of 
their management agreements, FMC has agreed to bear 
20% of the cost attributable to the Transaction even 
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though the present management contracts with FMC 
provide that the expense of a reorganization are to be 
borne by Applicants. Applicants further state that the 
remainder of such costs will be borne by Applicants 
and allocated between them on the basis of which 
received the benefit of the service involved. Applicants 
anticipate that Landmark will pay approximately 
$19,500 of such costs and Charter will pay ap- 
proximately $4,500 of such costs. Applicants assert 
that the foregoing allocation of expenses is reasonable 
and fair. 


FMC is the investment adviser to, and therefore an 
“affiliated person’ of, each of the Applicants. Section 
17(d) of the Act and Rule 17d-1 thereunder, taken 
together, provide, in part, that an affiliated person of a 
registered investment company may not effect any 
transaction in which such investment company is a joint 
participant without the permission of the Commission 
and that, in passing upon applications for orders 
granting such permission, the Commission shall con- 
sider whether the participation of the investment 
company in such joint enterprise or arrangement on the 
basis proposed is consistent with the provisions, 
policies, and purposes of the Act and the extent to 
which such participation is on a basis different from, or 
less advantageous than, that of other participants. 
Applicants therefore request an order pursuant to 
Section 17(d) and Rule 17d-1 to permit FMC to bear 
part of the expenses of the Transaction on the basis 
proposed. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than February 24, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be noti- 
fied if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Wash- 
ington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicants at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date, unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 567/February 2, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5802/February 2, 1977 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 568/February 3, 1977 


Admin. Proc. File No. 3-5162 
In the Matter of 
BRUCE KELLER FINANCIAL ADVISERS, INC. 


BRUCE KELLER 
51 N.W. 161 Street 
Miami, Florida 


ORDER INSTITUTING PROCEEDINGS AND IMPOS- 
ING REMEDIAL SANCTIONS 


In connection with a proposed adminstrative proceed- 
ing, Bruce Keller Financial Advisors, Inc. (““BKFAI’’), an 
investment advisor registered with the Commission 
pursuant to Section 203(a) of the Investment Advisers 
Act of 1940 (’‘Advisers Act’’) and Bruce Keller 
(‘‘Keller’’), principal and sole shareholder of BKFAI, 
have submitted an Offer of Settlement which the 
Commission has determined to accept. Solely for the 
purpose of the proceedings and any other proceedings 
pursuant to specified sections of the Securities Act of 
1933, the Securities Exchange Act of 1934 and the 
Investment Advisers Act of 1940, and without admit- 
ting or denying the findings herein, BKFAI and Keller 
consent to the findings and sanctions set forth below. 


SEC DOCKET/1661 








Accordingly, IT IS ORDERED that proceedings 
pursuant to Section 203(e) and 203(f) of the Advisors 
Act be, and they hereby are, instituted. 


On the basis of this Order for Proceedings and the 
Offers of Settlement submitted by respondents 
BKFAI and Keller it is found that: 


A. BKFAI and Keller wilfully violated and wilfully 
aided and abetted violations of Sections 206(1), 206(2), 
206(4), and 208(a) of the Advisers Act and Rules 
206(4)-1 thereunder. 


B. BKFAI and Keller wilfully violated Section 17(a) of 
the Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 
thereunder. 


IV 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of Settle- 
ment. 


Accordingly, IT |S ORDERED THAT the investment 
adviser registration of BKFAI be revoked such revoca- 
tion to take effect on the second Monday following the 
date of the entry of this Order and it is further 


ORDERED that Keller be and he hereby is barred 
from association with any broker, dealer, investment 
company or investment adviser such bar to take effect 
on the second Monday following the date of entry of 
this Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 7760/ January 31, 1977 

S.E.C. v. General Telephone and Electronics 
Corporation (United States District Court for the 

District of Columbia) 

(Civil Action No. 77-0157) 


The Securities and Exchange Commission (‘‘Com- 
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mission’’) today announced the filing of a Complaint 
in the United States District Court for the District of 
Columbia against General Telephone and Electronics 
Corporation (““GTE”’). 


The Commission also announced that the Court entered 
a Final Judgment of Permanent Injunction and Ancillary 
Relief restraining and enjoining GTE from further viola- 
tions of the anti-fraud, reporting, and proxy provisions 
and requirements of the Securities Exchange Act of 
1934 (‘Exchange Act’’) and ordering certain other 
relief. GTE consented to the Court’s Final Judgment 
and Order without admitting or denying the allegations 
of the Commission’s Complaint. Further, GTE will 
promptly file with the Commission a final report of its 
Audit Committee investigation. 


The Commission’s Complaint alleges violations of the 
federal securities laws in connection with (1) the making 
of numerous payments in 28 countries, including the 
United States, totalling approximately $14,000,000, a 
significant portion of which were or may have been 
to or for the benefit of government officials or their 
intermediaries or in the nature of commercial bribes, 
kickbacks, and rebates to officials of private foreign 
customers; (2) the financing of the sale of GTE’s 28 
percent equity interest in Philippine Long Distance 
Telephone Company ("PLDT’’) to and subsequent 
related transactions with several Philippine nationals in 
which GTE agreed to pay and did pay $484,000 in 
cash, $2,813,000 in credits, and accrued but did not pay 
$1,678,000 in the form of commissions to the group of 
Philippine nationals on sales of telecommunications 
equipment by GTE to PLDT as well as $1,000,000 in 
personal loans and the promise of an additional 
$1,000,000 in commissions given to the Philippine 
nationals by GTE in exchange for their directing PLDT 
to sign a $20 million supply contract with GTE (For 
further information see S.£.C. v. PLDT, et al, 
United States District Court, District of Columbia, 
Civil Action No. 77-0067 and S.E.C. Litigation Release 
No. 7736); (3) agreements to pay commissions to a 
company designated by GTE’s marketing representative 
and three companies designated by GTE’s agent 
(which agent was in a position, by virtue of his close 
relationships with persons at the highest levels of the 
Iranian Government, to represent GTE at such levels) 
of slightly less than four percent, only one-tenth of one 
percent (.1%) of which was to go to the company 
designated by the marketing representative on a 
contract valued at many hundred million dollars with a 
state enterprise of Iran for a large telecommunications 
project, pursuant to which GTE advanced nearly 
$6,000,000 in connection with their continuing 
activities on behalf of GTE; (4) the payment of ap- 
proximately $270,000 in a South American country to 
the then-Minister of the department purchasing tele- 
communications equipment from GTE and another 
former high-level official in that country to have a 
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contract which GTE had been awarded and then had 
rescinded be reawarded to GTE; (5) the maintenance 
of off-the-books accounts by three GTE subsidiaries 
in two foreign countries, of which portions of some of 
the funds in one such account were expended for 
bribes and gratuities to foreign government officials and 
employees; (6) political payments in the United States 
totalling about $35,000 from 1964 through 1972 in the 
form of purchases of tickets to political fund-raising 
dinners and receptions; (7) payments to government 
officials in Mississippi and New York City; (8) the failure 
to properly record certain payments and the falsification 
of records with respect to some payments by GTE; 
and (9) the establishment of oral Guidelines which were 
in part designed to prevent GTE personnel from 
becoming involved in any payment arrangement with a 
government official in which the official would receive 
monies directly from GTE or indirectly through an 
intermediary, which Guidelines did not prohibit or 
effectively prevent monies from being passed to 
government officials. 


The Commission’s Complaint further alleges, in connec- 
tion with the PLDT transaction, that Brophy and 
Douglas negotiated with a group of Philippine 
nationals who wished to buy GTE’s interest in PLDT; 
but that in or about 1966, officials at the highest levels 
of the government of the Philippines urged GTE for 
political and purported security reasons not to sell to the 
aforementioned group and told GTE to deal with an- 
other group of Philippine nationals. Thereafter, from 
late 1966 through late 1967, Brophy, Douglas and 
Bennett discussed and negotiated the successful sale of 
GTE’s interest to the second group. In 1971, Bennett 
recommended that GTE loan and GTE agreed to and 
did loan $1,000,000 to the Philippine nationals on the 
condition that they cause PLDT to promptly sign a 
$20,000,000 equipment purchase agreement with GTE. 


The Complaint also alleges in connection with Iranian 
contracts that some GTE employees, one of whom, not 
a U.S. citizen or resident, has refused to testify in 
response to a subpoena, understood that before the 
contract was awarded GTE’s marketing representative 
in Iran had agreed to pay a portion of his commission 
to various government officials involved in the project. 
Although the marketing representative has denied so 
doing in writing, he refused to testify under oath or 
produce certain requested documentation reflecting 
his use of commissions received from GTE. In con- 
nection with this contract GTE filed an affidavit and 
letters with the government of Iran which identified 
four companies which were to receive commissions 
from GTE. According to the Complaint, contrary to an 
impression created by these documents, three 
companies were designated by GTE’s agent, were 
owned by or were agents for him, were to perform 
no services independent of the services provided by 
him; and the agent would not perform a substantial 


portion of the services described in these documents. 


Further, GTE has represented that its Boards of 
Directors adopted Policy Guidelines and Procedures 
Relative to Commercial Practices (the ‘’Guidelines’’) 
with respect to payments by GTE to any official or 
employee of any private customer or any government, 
or any official or employee of any entity owned and/or 
controlled by any government which is unlawful under 
the laws of the United States or such foreign country, 
that said Guidelines are consistent with the terms of 
the Final Judgment of Permanent Injunction and that 
said Guidelines will be filed with the Commission as an 
exhibit to a Current Report on Form 8-K. In addition, 
GTE has represented that it will maintain such Guide- 
lines and will take reasonable steps to secure com- 
pliance with them. Any substantive change in the 
Guidelines will be authorized in advance by the Board 
of Directors and will be filed with the Commission as 
an exhibit to a current Form 8-K. With respect to 
these Guidelines, GTE has undertaken that they will 
continue to prohibit any agreement, commitment or 
understanding to make or the making of any such un- 
lawful payment of corporate funds or other value and 
that in the event the Board of Directors learns of any 
such payment made contrary to the Guidelines, which is 
material in nature, effect or amount to the business 
of GTE, the Board of Directors of GTE will publicly 
disclose the full details of the transaction, whether 
or not such details of the transaction are otherwise 
material, in a Current Report on Form 8-K filed with 
the Commission and will amend said filing on Form 
8-K if any further part of the transaction is implemented. 


Theodore F. Brophy (‘’Brophy’’), Chairman of the 
Board of Directors of GTE, John J. Douglas 
(“Douglas’’), Vice-Chairman of the Board of Directors 
of GTE, and William F. Bennett (‘Bennett’), 
Executive Vice-President — Staff of GTE, who are not 
named as defendants in this action — acknowledged 
that, as officers and/or directors of GTE, they are 
bound by the terms of the Final Judgment of Perma-! 
nent Injunction against GTE and the Consent and 
Undertaking of GTE and have undertaken, as officers 
and/or directors of GTE, to cause GTE to be in full 
compliance with their terms and conditions. 





Litigation Release No. 7761/ January 31, 1977 

S.E.C. v. Adventure Line Manufacturing Company, 
Inc., etal 

(Dist. of Kansas) 


Richard M. Hewitt, Administrator of the Forth Worth 
Regional Office of the Securities and Exchange 
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Commission, announced today that on January 20, 
1977, Federal District Judge Frank G. Theis, at Wichita, 
Kansas, entered Orders of Permanent Injunction against 
Adventure Line Manufacturing Company, Inc., of 
Parsons, Kansas; A. H. Speer Co. and Andrew H. 
Speer, both of Wichita, Kansas. All defendants con- 
sented to the entry of an injunction without admitting 
or denying the allegations in the Complaint. 


The Complaint alleged that Speer violated the 
registration, trust indenture qualification and anti-fraud 
provisions of the federal securities laws and failed to 
keep proper records, ‘‘special reserve’’ customer 
accounts, and maintain sufficient net capital in his 
registered broker-dealership. Additionally, the Com- 
plaint alleged that Adventure Line Manufacturing 
Company, Inc. violated the registration, trust indenture 
qualification and anti-fraud provisions of the federal 
securities laws and that A. H. Speer Co., a registered 
broker-dealer, failed to keep proper records, “‘special 
reserve’ customer accounts and maintain sufficient 
net capital also in violation of federal securities laws. 





Litigation Release No. 7762/ January 31, 1977 


S.E.C. v. National Farmers Organization, et. al. 
(S.D.1A.) 

Consolidated Actions, Civil Action Nos. 74-162-1 and 
74-241-1 


William D. Goldsberry, Regional Administrator of the 
Chicago Regional Office, announced that on November 
19, 1976, the Honorable William C. Stuart, United 
States Judge for the Southern District of lowa, 
entered a Final Judgment of Permanent Injunction 
against NFO Members’ Custodial Account, an Express 
Trust, and Robert Shoup, Willis Rowell and Robert 
Kessler, as Trustees of NFO Members’ Custodial 
Account, an Express Trust. The injunction enjoins the 
aforementioned Trust and its individual trustees from 
violating the anti-fraud provisions of the Federal 
securities laws in connection with the offer and sale of 
securities issued by NFO Members’ Custodial Account, 
an Express Trust, or any other issuer. NFO Members’ 
Custodial Account, an Express Trust, and Robert 
Shoup, Willis Rowell and Robert Kessler, as Trustees 
of NFO Members’ Custodial Account, an Express 
Trust, consented to the entry of the permanent 
injunction, without admitting or denying the allegations 
of the Commission’s compalint filed in Civil Action 
No. 74-241-1. 


For more information see Litigation Release Nos. 6518 
and 7041. 
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Litigation Release No. 7763/ January 31, 1977 


S.E.C. v. Bernard W. Shiell, et al. 
(N.D. Fla., Tallahassee Division, Civil Action No. 
TCA 76-204 


Jule B. Green, Administrator of the Atlanta Regional 
Office, and William Nortman, Associate Regional Ad- 
ministrator of the Miami Branch Office of the Secur- 
ities and Exchange Commission, jointly announced the 
filing of a complaint in the United States District court 
for the Northern District of Florida, Tallahassee 
Division, on December 2, 1976, seeking preliminary and 
permanent injunctions to enjoin Bernard W. Shiell 
(“Shiell’), Joseph A. Burnett, Jr. (‘Burnett’), 
Thurmond L. Sowell (‘Sowell’), Donald C. Ennessey 
(‘‘Ennessey’’), William C. Elmore (’’Elmore’’), Samuel E. 
Teague (‘Teague’), Homer A. Brinkley ("H. 
Brinkley’), Robert T. Brinkley (“R. Brinkley’’), Sidney 
W. Mendelson (‘Mendelson’), Charles H. Spitz 
(“Spitz’’), Dennett |. Rainey (‘Rainey’), John W. 
Hosford (’’Hosford’’) d/b/a John W. Hosford and Co. 
(“Hosford & Co."), and Wilbert Fox (‘’Fox’’) from 
further violating the anti-fraud provisions of the federal 
securities laws (Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange Act 
of 1934 and Rule 10b-5 thereunder) in connection with 
the offer and sale of investment certificates and com- 
mon stock of The Commonwealth Corporation 
(“TCC”), a mortgage banker located in Tallahassee, 
Florida. All of the defendants reside in Tallahassee 
or resided there when the activities complained of 
occurred. 


At the time of the acts complained of all of the 
defendants, with the exception of Hosford and Fox, 
were either officers or directors of TCC. The defend- 
ants occupied the following positions: 


a. Shiell - President and a director 

b. Burnett - Executive Vice President 
c. Sowell - Senior Vice President 

d. Ennessey - Senior Vice President 
e. Elmore - Vice President 

f. Teague - Chairman of the Board 

g. H. Brinkley - Director 

h. R. Brinkley - Director 

i. Mendelson - Director 

j. Spitz - Director and ger.#:ci counsel to TCC 
k. Rainey - Director 


The defendants Hosford and Fox are certified public 
accountants and were the former auditors of TCC. 


The Commission’s complaint alleges that the above | 
named defendants violated the anti-fraud provisions 
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of the Securities Act of 1933 (’’Securities Act’’) and 
the anti-fraud provisions of the Securities Exchange Act 
of 1934 (‘Exchange Act’’). in connection with a May 6, 
1974 public offering of 175,000 shares of the common 
stock and $4,000,000 of investment certificates of TCC. 
The offering of the common stock was the first sub- 
stantial public offering of the common stock of TCC 
since its formation in 1955. The offering was limited to 
residents of the State of Florida and was filed with the 
Florida Division of Securities pursuant to state law. 


TCC, which at the time of the offering, ranked among 
the first fifty largest mortgage bankers in the United 
States, filed a Petition in Bankruptcy on June 24, 1974, 
some six weeks after the public offering became 
effective. TCC is currently in Reorganization under the 
Bankruptcy Act and is operated by a court-appointed 
Receiver. 


The complaint charges that the defendant directors 
and officers knowingly issued a false and misleading 
prospectus or issued a prospectus in reckless dis- 
regard of facts indicating that the prospectus was false 
and misleading. The directors are also charged with 
falsely representing that they were exercising proper 
control and authority over management when in fact 
the directors had failed to discharge their duties and 
had placed unwarranted reliance on the defendant 
officers. 


The complaint alleges that Hosford and Fox. falsely 
represented that their certified audit was conducted in 
conformity with generally accepted accounting 
principles, accepted auditing standards and that 
Hosford & Co. was independent of TCC. 


The Commission’s complaint further charges that the 
prospectus and attendant financial statements for the 
fiscal year ending January 31, 1974 and used in the 
May 6, 1974 offering contained misrepresentations of 
material facts and omissions of material facts concern- 
ing, among other things: 


a. That TCC had a cash deficit at the time of the 
public offering; 


b. That loans were granted by TCC to third parties to 
enable them to purchase stock of TCC; 


c. That the financial statement failed to disclose some 
$30,000,000 in contingent liabilities; 


d. That the financial statement of a wholly-owned 
subsidiary which was operating at a loss and which 
would have reduced the reported earnings by some 
$300,000 was eliminated from TCC’s _ financial 
statement; 


@. That TCC’s loan experience was highly successful 





and that the corporation had incurred no losses, when 
this was not the case; 


f. That both prior to and after the effective date of the 
offering, the company was encountering financial 
difficulties and that there had been material changes in 
the financial conditions of the company; 


g. That the company engaged in check-kiting; used 
the same collateral to support more than one loan, and 
diverted and kept for itself monies that should have 
been applied to the payment of loans on behalf of 
TCC’s borrowers; and 


h. That the company employed various devices to 
funnel cash to its borrowers (builders) to prevent them 
from going into default on their loans. The devices 
employed consisted of unrealistically high appraisals, 
the making of progress payments to borrowers (build- 
ers) for work performed when in fact no work was 
performed, and the shifting of a troubled project from 
one borrower (builder) to another with additional loans 
to enable the borrower (builder) to complete the 
project. 


Without admitting or denying the allegations in the 
Commission's complaint or the matters stated in an 
Affidavit filed by the Commission along with the 
complaint, the defendants Bernard W. Shiell, Joseph A. 
Burnett, Jr., Donald C. Ennessey, Samuel E. Teague, 
Homer A. Brinkley, Robert T. Brinkley, Sidney W. 
Mendelson, Charles H. Spitz, Dennett |. Rainey, and 
John W. Hosford d/b/a John W. Hosford and Co. 
have consented to the entry of a permanent injunction 
by the United States District Court for the Northern 
District of Florida. The defendant Bernard W. Shiell 
also consented to the entry of an order prohibiting 
him from acting as a director or officer or possessing 
the power to act as such in connection with the 
management or operation of any company whose 
securities are registered with the Commission or in 
connection with any issuer whose securities have been 
the subject of a transaction involving a public offering. 


On January 14, 1977 the Court entered a permanent 
injunction on consent against the defendant Fox who 
neither admitted nor denied the allegation in the 
Commission's complaint or the matters stated in the 
Commission's affidavit. 
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S.E.C. v. Bertsil L. Smith and Robert W. Bradford, 
individually and d/b/a Smith-Walls, Inc., and 
Jon R. Walls. 

(W.D. TN. Civil Action No. C-76-497) 
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Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on January 21, 1977, Honorable Bailey 
Brown, Chief Judge of the United States District Court 
for the Western District of Tennessee, at Memphis, 
entered default judgments permanently enjoining Bertsil 
L. Smith and Robert W. Bradford, both of Memphis, 
individually and doing business as Smith-Walls, Inc., 
from violations of the anti-fraud provisions of the 
Securities Exchange Act of 1934 in the purchase or sale 
of any security, including but not limited to municipal 
securities. Smith and Bradford were further ordered to 
disgorge proceeds from the sale of securities fraud- 
ulently obtained from customers to the registry of the 
Court. 


(For further information see Litigation Release Nos. 
7615 and 7652). 





Litigation Release No. 7765/February 1, 1977 


State of Tennessee v. Van Heilen-Bourque 
(Criminal Docket No. 54375) 


Hugh W. Stanton, Jr., District Attorney General, 
Shelby County, Tennessee, and Jule B. Greene, 
Administrator of the Atlanta Regional Office of the 
Securities and Exchange Commission, jointly announce 
that on January 21, 1977 D. Van Heilen-Borque was 
sentenced to three years imprisonment by Judge H. T. 
Lockard of the Criminal Court of Shelby County, 
Tennessee. Van Heilen-Bourque pleaded guilty to the 
charge of ‘‘Fraudulent Breach of Trust’’ in connection 
with his failure to remit to a customer the proceeds 
of sales of various municipal securities. 


For further information see Litigation Release No. 7692. 





Litigation Release No. 7766/February 1, 1977 


S.E.C. v. Resource Exploration, Inc. et al 
Civil Action Number 76-1328 
(W/D LA.) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, announced that on January 24, 1977 United 
States District Judge Nauman S. Scott, Alexandria, 
Louisiana, signed Orders of Permanent Injunction 
By Consent against J. C. Trahan and Walter T. 
Pfeiffer, both of Shreveport, Louisiana. Trahan and 
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Pfeiffer consented to the entry of the Orders without 
admitting or denying the allegations of the Com- 
mission’s Complaint, filed December 14, 1976, which 
alleged violations of the antifraud provisions of the 
federal securities laws in connection with sales of 
limited partnership interests by LaFayette Funds, Inc. 
and Oil & Gas Funds, Inc. 
For further information, Release 
Numbers 7707 and 7765. 


see Litigation 





Litigation Release No. 7767/February 1, 1977 


S.E.C. v. E. T. Barwick Industries, Inc. et al. 
Civil Action No. 76-1490 (United States District 
Court for the District of Columbia) 


The Securities and Exchange Commission today an- 
nounced that on January 31, 1977 the Honorable John 
H. Pratt, United States District Judge for the United 
States District Court for the District of Columbia, signed 
a final judgment of permanent injunction by consent 
enjoining Defendant W. Baer Endictor from further 
violations of Sections 10(b) (antifraud), 13(a) (report- 
ing) and 14(a) (proxy) of the Securities Exchange 
Act of 1934 (‘Exchange Act’’) and Rules thereunder. 
Endictor consented to the entry of the judgment with- 
out admitting or denying the allegations contained in 
the Commission’s complaint. 


The Commission’s complaint in this matter, filed on 
August 10, 1976, alleged that the defendants, including 
Endictor, a former general counsel of E. T. Barwick 
Industries, Inc. (‘‘ETB’’), and others, directly and in- 
directly, engaged in certain activities which, 
among other things, concealed the true financial con- 
dition of ETB and led to, among other things, the 
filing with the Commission and dissemination to ETB 
shareholders of false and misleading _ financial 
statements and proxy solicitation material. 


Previously, defendants E. T. Barwick Industries, Inc., 
Eugene T. Barwick, Buford Talley, A. Wayne Hise, 
J. Marcus Pate and H. Lee Roper, all former com- 
pany officers, consented to final judgments of perma- 
nent injunction, without admitting or denying the 
allegations contained in the Commission's complaint, 
enjoining them from further violations of provisions of 
the Exchange Act and Rules thereunder, as well as 
providing for certain ancillary relief. (For further 
information see Litigation Release Nos. 7520 and 7640). 
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Litigation Release No. 7768/February 2, 1977 





S.E.C. v. Thomas J. Norton, etal. (N.D. ILL.) 
Civil Action No. 75-C-1487 


William D. Goldsberry, Regional Administrator of the 
Chicago Regional Office, announced that on December 
29, 1976, the Honorable John F. Grady, United States 
Judge for the Northern District of Illinois, entered 
Final Judgments of Permanent Injunction against 
Thomas J. Norton (Norton), Paul V. Doyle (Doyle), 
Gerard A. Reardon (Reardon), and Zenon Dmytro 
Bojko (Bojko). The injunctions enjoin Norton, Doyle, 
Reardon and Bojko from violating the registration and 
anti-fraud provisions of the Federal securities laws in 
connection with the offer and sale of evidences of 
indebtedness, interests or interests commonly known 
as a security, or investment contracts, or any other 
security issued by Thomas J. Norton Co., Inc. or any 
other issuer. The defendants Norton, Doyle, Reardon 
and Bojko consented to the entry of the permanent 
injunctions without admitting or denying the allegations 
of the Commission's complaint. 


’ 


For more information see Litigation Release No. 6886. 





Litigation Release No. 7769/ February 2, 1977 


S.E.C. v. Frank Caterinicchia 
(U.S.D.C. M.D. Ala. C-77-34-N) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced the filing of a complaint in the United 
States District Court for the Middle District of Alabama, 
at Montgomery, on January 25, 1977, seeking a pre- 
liminary and permanent injunction against Frank 
Caterinicchia (“Caterinicchia’) of Birmingham, 
Alabama. 


The Commission’s complaint charges Caterinicchia with 
violations of the antifraud provisions of the Securities 
Act of 1933 and the Securities Exchange Act of 1934 
in the offer and sale of the promissory notes of 
Trustees Loan and Discount Co. (‘Trustees’), an 
Alabama small loan company with its principal place 
of business in Montgomery which has filed a petition 
fora Chapter XI arrangement. The defendant is charged 
with making misrepresentations concerning, among 
other things, that Trustees’ notes provide a high 
interest rate with safety and that the company is backed 
by sound financial management that is unexcelled, 
while the company operated at a loss and its liabilities 
exceeded its assets. 
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FREEDOM OF INFORMATION ACT 
Release No. 48/February 2, 1977 


SEE 
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Staff Accounting Bulletin 
Release No. 14/February 3, 1977 


PUBLICATION OF STAFF ACCOUNTING BULLETIN 
NO. 14 


The Division of Corporation Finance and the Office of 
the Chief Accountant today announced the publication 
of Staff Accounting Bulletin No. 14. The statements 
in the Bulletin are not rules or interpretations of the 
Commission nor are they published as bearing the 
Commission's official approval; they represent inter- 
pretations and practices followed by the Division and 
the Chief Accountant in administering the disclosure 
requirements of the federal securities laws. 


Staff Accounting Bulletin No. 14 deals with revisions 
to Staff Accounting Bulletin No. 6 regarding reporting 
requirements for accounting changes. 


George A. Fitzsimmons 
Secretary 


February 3, 1977. 


REVISIONS TO STAFF ACCOUNTING BULLETIN 
NO.6 


In SAB No. 6, Subsection Il, item f, the following 
statement of “Facts’’ was given: 


\1. Amendments to Form 10-Q 
Facts: 
Instruction H(f)* to Form 10-Q requires that a registrant 


who changes its method of accounting shall indicate 
the date for such changes and the reasons for the 
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changes. The registrant also must include as an exhibit 
in the ‘first Form 10-Q filed subsequent to the date of 
an accounting change, a letter from the registrant's 
independent accountants . . . indicating whether or not 
the change is to an alternative principle which in his 
judgment is preferable under the circumstances.”’ A 
letter from the independent accountant is not required 
“when the change is made in response to a standard 
adopted by the Financial Accounting Standards Board 
which requires such a change.” 


The Bulletin then included two questions and inter- 
pretive responses related to the above facts. 
Subsequent to the issuance of the SAB, numerous 
questions arose regarding the staff's interpretive 
response to former question No. 1. Discussions indi- 
cated that the previous response was misunderstood 
by some registrants and their independent accountants. 
The following questions, Nos. 1 through 6, serve as an 
amplification of the staff’s previous views. (The prior 
question No. 1 and its response are deleted. Prior 
question No. 2 is redesignated as No. 7 and retained 
unchanged.) 


Question 7: 


For some alternative accounting principles, authorita- 
tive bodies have specified when one alternative is 
preferable to another. However, for other alternative 
accounting principles, no authoritative body has 
specified criteria for determining the preferability of one 
alternative over another. In such situations, how should 
preferability be determined? 


Interpretive response: 


In such cases, where objective criteria for determining 
the preferability among alternative accounting princ- 
iples have not been established by authoritative bodies, 
the determination of preferability should be based on 
the particular circumstances described by and dis- 
cussed with the registrant. In addition, the independent 
accountant should consider other significant informa- 
tion of which he is aware. 


Question 2 


Management may offer, as justification for a change in 
accounting principle, circumstances such as: their ex- 
pectation as to the effect of general economic trends 
on their business (e.g., the impact of inflation); their 
expectation regarding expanding consumer demand for 
the company’s products; or plans for change in 
marketing methods. Are these circumstances which 
enter into the determination of preferability? 


Interpretive Response 


Yes. Those circumstances are examples of business 
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judgment and planning and should be evaluated in 
determining preferability. In the case of changes for 
which objective criteria for determining preferability 
have not been established by authoritative bodies, busi- 
ness judgment and business planning often are major 
considerations in determining that the change is to a 
preferable method because the change results in 
improved financial reporting. 


Question 3 


What responsibility does the independent accountant 
have for evaluating the business judgment and business 
planning of the registrant? 


/nterpretive Response 


Business judgment and business planning are within 
the province of the registrant. Thus, the independent 
accountant may accept the registrant’s business 
judgment and business planning and express reliance 
thereon in his letter. However, if either the plans or 
judgment appear to be unreasonable to the inde- 
pendent accountant, he should not accept them as 
justification. For example, an independent accountant 
should not’ accept a registrant’s plans for a major 
expansion if he believes the registrant does not have 
the means of obtaining the funds necessary for the 
expansion program. 


Question 4 


If a registrant, who has changed to an accounting 
method which was preferable under the circum- 
stances, later finds that it must abandon its business 
plans or change its business judgment because of 
economic or other factors, is the registrant's justifica- 
tion nullified? 


Interpretive Response 


No. A registrant must in good faith justify a change in 
its method of accounting under the circumstances 
which exist at the time of the change. The existence 
of different circumstances at a later time does not 
nullify the previous justification for the change. 


Question 5 


lf a registrant justified a change in accounting method 
as preferable under the circumstances, and the cir- 
cumstances change, may the registrant revert to the 
method of accounting used before the change? 


Interpretive Response 
Any time a registrant makes a change in accounting 


method, the change must be justified as preferable 
under the circumstances. Thus, a registrant may not 


———_ 
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change back to a principle previously used unless it can 
justify that the previously used principle is preferable 
in the circumstances as they currently exist. 


Question 6 


As stated in SAB No. 6, question 1 read: ‘‘If one 
client of an independent accounting firm changes its 
method of accounting and the accountant submits the 
required letter stating his view of the preferability of 
the principle in the circumstances, does this mean that 
all clients of that firm are constrained from making 
the converse change in accounting (e.g., if one client 
changes from FIFO to LIFO, can no other client 
change from LIFO to FIFO)?” 


What follows is a revised interpretive response to that 
question. 


Interpretive Response: 


No. Each registrant must justify a change in account- 
ing method on the basis that the method is preferable 
under thecircumstances of that registrant. In addition, 
a registrant must furnish a letter from its independent 
accountant stating that in the judgment of the inde- 





pendent accountant the change in method is prefer- 
able under the circumstances of that registrant. In ad- 
dition, a registrant must furnish a letter from its inde- 
pendent accountant stating that in the judgment of the 
independent accountant the change in method is 
preferable under the circumstances of that registrant. 
If registrants in apparently similar circumstances make 
changes in opposite directions, the staff has a re- 
sponsibility to inquire as to the factors which were 
considered in arriving at the determination by each 
registrant and its independent accountant that the 
change was preferable under the circumstances be- 
cause it resulted in improved financial reporting. The 
staff recognizes the importance, in many circum- 
stances, of the judgments and plans of management 
and recognizes that such management judgments may, 
in good faith, differ. The emphasis contained in the 
original response in SAB No. 6 on the acceptance by 
an accounting firm of accounting changes in both 
directions by different clients was misplaced. As indi- 
cated above, the concern relates to registrants in 
apparently similar circumstances, no matter who their 
independent accountants may be. 
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